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Members of the 57" Legislature: 


In accordance with 5-12-302, MCA, I submit the Legislative Fiscal Report for the August 2002 Special 
Session. This report provides an overview of the budget deficit that precipitated a special session, the 
revised general fund balance projection for the 2003 biennium after the special session, a summary of the 
legislative action enacted in special session to balance the budget, and an outlook for the remainder of this 
biennium and the 2005 biennium. It also includes a summary by agency of special session budget actions 
in the “Agency Budgets” section, and a copy of House Bill 2 as amended during special session. 


Further information on the 2003 biennium budget is provided in the Legislative Fiscal Report issued after 
the 2001 regular session of the legislature. 


This report is intended as a reference document and historical archive of legislative budget action for the 
use of legislators, state agencies, and the public. 


Respectfully submitted, 
Cit>Soo 
Clayt 


Schenck 
Legislative Fiscal Analyst 
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PURPOSE OF REPORT 


The 57" Legislature was called into special session to bring the general fund budget into balance as a 
result of a projected deficit for the 2003 biennium. The purpose of this report is to provide the legislature 
and interested parties a record of fiscal actions taken by the legislature during the August 2002 Special 
Session to resolve the budget deficit. It updates, but does not completely replace the 2003 Biennium 
Legislative Fiscal Report published by the Legislative Fiscal Division after the 2001 legislative session. 
That report should be consulted for complementary detail on state finances and agency operations. 


In addition to containing a copy of House Bill 2 as amended in the special session, this report consists of 
four major components: 

o Budget Shortfall 

o Legislative Budget Balancers 

o Budget Outlook 

o Agency Budgets 


Budget Shortfall 


This section provides a brief background of the conditions that precipitated a general fund budget 
shortfall, the general fund deficit that resulted, the legislative solution in the form of budget balancing 
actions, and the differences in the legislative actions from the executive proposal. 


Legislative Budget Balancers 


This section summarizes action taken by the legislature to balance the general fund budget. It provides a 
summary of the $59 million in budget balancers by fiscal category and by legislative bill. It also 
provides a summary of expenditure reductions by program area (K-12, higher education, human services), 
and a summary of budget actions by agency in House Bill 2, House Bill 3 (pay plan), and the Governor’s 
spending reductions. 


Budget Outlook 


This section provides an overview of some of the budget issues that may impact financial stability of the 
state general fund budget for the remainder of the 2003 biennium and an outlook for the 2005 biennium. 
It discusses the potential for further deterioration of state revenue collections and for supplemental 
appropriation requests. It also discusses the issue of structural imbalance of the general fund and the 
resulting shortfall that will occur in the 2005 biennium. 


Agency Budgets 

The Agency Budgets section is a detailed discussion of special session action as it impacts each agency. 
It provides a record of House Bill 2 and pay plan bill (HB 13) adjustments, other legislation impacting the 
agency, and a comparison to the executive recommendation. The section begins with a discussion of 
actions taken by the legislature with impacts on multiple agencies, including the pay plan appropriation 
reductions, the hiring freeze, and across-the-board reductions. 
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BUDGET SHORTFALL 


BACKGROUND 


For nearly a decade, states have enjoyed a strong state budget picture. Especially in recent years, states 
underestimated the strength of general fund revenue flows from a robust economy and a strong stock 
market. States were caught off guard when the national economy went into a recession in early 2002, 
further aggravated by the unpredictable events of September 11 and a receding stock market. States 
with sales taxes and large manufacturing/corporate sectors felt the impact first, while states like 
Montana, with a high dependence on income taxes, did not feel the full impact until calendar 2002. This 
mild recession on a national basis has hit states much harder than the more severe recession of the early 
1990s, largely due to the increased share of state revenues from capital gains during an unprecedented 
period of stock market growth. While states anticipated a drop-off in capital gains revenues, the impact 
was far more severe than anticipated. Montana’s state budget decline has been below the national 
average, yet there has been a dramatic decline in revenues that did not become fully apparent until the 
cycle of income tax revenue collections reached its peak in mid-2002. 


In November 2001 and in a series of reports since then, this office reported to the legislature that 
Montana was experiencing a sharp decline in general fund revenues. On April 18 the Governor’s Office 
formally announced concerns about a budget deficit and initiated proceedings to implement spending 
reductions in accordance with 17-7-140, MCA. On June 22, the Governor directed spending reductions 
of $23 million and at the same time called for a special session of the legislature to deal with a budget 
deficit that had deteriorated further than the Governor felt could be dealt with under the limited authority 
of 17-7-140. 


The following discussion provides pre-special session projections of the general fund deficit, a summary 
of legislative actions taken, and the revised projected ending fund balance for the 2003 biennium. 


GENERAL FUND DEFICIT 


The 57" Legislature adjourned the 2001 session with a 2003 biennium budget that provided for a 
projected general fund reserve of $54 million (2.3 percent of biennial appropriations). The revenue 
estimates assumed a less robust growth pattern than immediate past biennia, but still a consistent 
growth. For the first several months following the 2001 session, state general fund revenues came in 
even stronger than projected in the revenue estimate resolution for fiscal 2001, resulting in $62 million 
more than anticipated. Revenues then held steady in early fiscal 2002. In November 2001, the 
Legislative Fiscal Division reported a significant downturn in general fund revenues and in the last half 
of fiscal 2002, revenues dropped off from regular session estimates by $153 million. Individual and 
corporate income taxes were the reason for the shortfall, dropping off by $123 million and $33 million 
respectively, while all other revenue components combined were up a net $3 million. Although 
cushioned by the unexpected surplus in fiscal 2001, the revenue shortfall left a gap of $90 million and 
placed the projected balance in a deficit situation. 


The primary reasons for the decline in revenues are a sharp decline in net capital gains income due to the 
prolonged decline in equity markets, a sharp economic recession, and federal economic stimulus 
legislation that impacted state income tax revenues. These reasons are discussed in detail beginning on 


page 8 in the pre-session report Legislative Budget Analysis, August 2002 Special Session, dated July 
23, 2002. 
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THE SOLUTION 


Facing a projected ending fund balance of what ultimately turned out to be a negative $42 million, the 
Governor directed statutory spending reductions of $23 million, and called the legislature into special 
session to fill the remaining gap to achieve an acceptable ending fund balance reserve. The legislature 
adopted $59 million in budget balancing actions, leaving an ending fund balance projection of $40 
million. Allowing a reserve of $13 million for the 2003 session costs and anticipated supplementals, the 
projected ending fund balance is $27 million. This is approximately $1 million above the statutory 
minimum fund balance of $26 million as specified in 17-7-140, MCA. The following table shows the 
deficit before executive and legislative action, and the resulting revised balance. 


August 2002 Special Session 
General Fund - 2003 Biennium Projected Ending Fund Balance 
(millions) 


Projected Deficit Before Gov. Spending Reductions $ (42.0) 


Gov. Spending Reductions, 17-7-140, MCA, June 2002 23.0 
Projected Deficit Before Legislative Action $ (19.0) 


Legislative Action* 
Expenditure Reductions 
Other - Fund Switches, Fund Transfers, etc. 


Total Adjustments to Increase GF Balance 
Projected Ending Fund Balance After Legislative Action 


Allowance for 2003 Session Costs/Supplementals 
(Anticipated Future Costs) 


Projected Ending Fund Balance, with Reserve . STA 


Required Ending Fund Balance, by 17-7-140 SacG.h 


* Excludes $6.8 million of Gov. spending reductions adopted in HB2 - included in the $23 million above 





As noted above, the projected ending fund balance of $27 million includes a reserve for unanticipated 
costs, including $5.6 million of supplemental costs. This reserve does not include all likely 
supplemental costs, and the ultimate ending fund balance is likely to be lower once all supplementals are 
taken into consideration. This issue is discussed further in the Budget Outlook section of this report, 
beginning on page 19. 


Budget Balancers 

The following table shows a breakdown of the types of budget balancers enacted in special session, 
resulting in $59 million in general fund improvements. These budget balancers are explained in detail in 
the next section of this report. 
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Total Legislative Action - General Fund 
August 2002 Special Session 
(millions) 








Redirect Revenues to General Fund 
Additional or Accelerated Revenue Collections 9.6 
Funding Switch to Replace General Fund 18.5 
Fund Balance to General Fund 4.2 
Expenditure Reductions/Increases 24.8 
Feed Bill - Special Session 








Total Legislative Action (Excluding 17-7-140 red.) 





Adopt Gov. 17-7-140 Reduction (elected officials;MUS) 






Total Legislative Action with HB2 17-7-140 reductions 





The budget balancers include the revenue estimates adopted by the legislature in HJR 1. Appendix A 
includes tables that show the revenue estimates by source of revenue, revenue legislation passed in the 
special session, and the revised revenue estimates by source after the August special session, including 
legislation. 


Differences from Executive Proposal 


The Governor called the legislature into special session to resolve the general fund budget shortfall, and 
submitted a budget plan for $51.5 million in fund balance increases, which included $45.3 million in 
budget balancers plus $6.2 million in fund transfers that were part of the original proposals of the 
Governor under 17-7-140 spending reductions but required legislative authorization. The plan included 
only a $10 million reduction in state agency operations, primarily in higher education and personal 
services reductions. The plan proposed reductions to K-12 education of $10 million, and reduced 
payments and grants to local governments and other groups. Nearly one-half of the proposals were one- 
time adjustments, including funding switches, fund balance transfers, and additional revenue collections. 


The legislature adopted the majority of the executive plan as proposed. The most significant 
differences were abandonment of a proposal for a state employee furlough and reducing the proposed 
reduction in K-12 flexible spending funds from $4.6 million to $0.5 million. In addition, the legislature 
adopted $7.5 million more in budget balancers than the executive proposed, primarily due to fiscal 2002 
year-end closing adjustments that were identified early in the special session. | To fund these 
differences, the legislature adopted $7.3 million in across-the-board agency reductions (equipment, 
office supplies, and 1 percent of all appropriations) and transferred $4.0 million from the state worker’s 
compensation old fund. Differences from the executive proposal are discussed in detail by agency in the 
Agency Budgets section of this report. 
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LEGISLATIVE BUDGET BALANCERS 


INTRODUCTION 


As discussed in the previous section, the legislature enacted $59 million of budget balancers (excluding 
$6.8 million of executive spending reductions adopted in HB 2) to bring the general fund from a deficit 
projection for the 2003 biennium to a positive ending fund balance of $27.1 million. This section 
summarizes the actions taken by the legislature to balance the general fund budget. It summarizes the 
actions in four sections: 


1) Budget Balancers by Fiscal Category, which lists all budget balancers by one of several 
categories 


2) Expenditure Reductions by Program Area, which focuses on the major program areas with the 
most significant budget reductions (K-12 education, higher education, and human services) 


3) Budget Actions by Agency, which is a listing by agency of the HB 2 and HB 13 (pay plan bill 
from the 2001 regular session) appropriations action, and the Governor’s spending reductions 


4) Budget Balancers by Bill, which summarizes all bills enacted in special session impacting either 
revenues or expenditures. 


Legislative Fiscal Division” 7 Legislative Budget Balancers 
Overview Special Session — August 2002 


a Cit ee eee a aE 
1 » 8 . 














, J 
=; va hak 
7 


snciliscelaeiagh i sete wiateryo! ah annisome avoivang adi ni boees hinge 

Piolo cond band bexornag eet sare oe hiows 2acatoubin wating 9 iistoa% to veouened 
eninge ait? mori 1,7 8# to 5 adit sgn Al trek prion.) » Wn ytd xc WRB le, 
oii! sana i. Picasso ig a bine: + oT eae ee 





a SAINT ae 

levaves te ote nity anaoctoled aie ait Aoi a saceimis ) a 
( Rie WA Wy Wer = : 

uf A Ot F bel 7) ¥ 


het ri ; + 7 Mi 
* th i } 1 ¥ i, 
tomy 7 ae: i heNe 
i ; 


oi} aba 48358 mE Teakaern “lt aS ssn td, b ‘ * end wt ri sae iy 
Cacia sermtl Ko oitwoub vaRght Peri eh ts ae al 
ag - 


*) 


























fee 
iW 


tid wekey yag) #1 HH hin’ aii auis"¥s (aeoye yt at ol a 
enotinehat weuilyecga a ich iad ae iter cick : | 


rasilis sige anise tnioney Bit bana ed te G8) 


: J y 
| ‘; ) : io ; he © ia 
. My - ‘ye h be ‘ va wht ‘ai ¢ : aye Lane a ij 
if if a rh " 7. 4 ~ % 7 Vd * Ry ae : ey 
a ! Vier ry is i P a pre Niet cr. | 
oe 4 oie vei} pe ae Het ea "a “ad i eS 9 


Se is elt oy ae | se a 
Lt ndiniae aaa at 
ree ae it Pio 
nal “Ai eed oe ae 
‘i i ia NOLEN Ba Vad ak! bah 
Ao itn 7 ce i ch 
SS ae eee 
are be a en ns «ial rn tee 
a iH buh * See ani i haan dy € a: | 
Tia fit ae ‘ ai on a pees ea tia uboaa 7 2 f oy 
Ay i ce 4, ed 


* . ie ae 


‘Ve ae a Hoar ei 


| : mn 7 3 rt . oe ia Py bak $i a am 


. J Pah % i 
| : er ee aC sig ‘: nee Re eas i tC hea: 
| a aon a he, fa. ren te “sai fy le 
iN Sealy mi ingle one ; (het he ag os eyo ie 
me Paied sea gas a! Ni eee iy A 
¥ ue 
P| tee t 


i Ay oy oe) 
we } a ry Ub hy 


= 











- 






s 7 TF, or heey ; 
jk Ceca ce cnr 

i - : 7 a i. 
1) 7 , be ae ast ; ye Sat east - ay J 


she pees = TT wi Ri? iis 






» 





: ‘ ar | 


ARIE ten BO Uy a woe i 
oh he f i 
ss Ain ae a hae yeni - 


on ig +e ie wi io 


ee oh a ait ee 


BUDGET BALANCERS BY FISCAL CATEGORY 


The legislature improved the general fund projected balance by enacting $59 million in budget 
balancers. These included $24.8 million in actual expenditure reductions and $34.1 million in other 
actions, such as funding switches, fund balance transfers, and additional revenue collections. The 
following table shows each budget balancer by category of budget balancers including the bill number 
and the amount for each action taken. The following narrative briefly describes the categories and the 
significant actions included in the category. Additional information on each bill shown in the table can 
be found beginning on page 13 of this report. 


1) 


2) 


3) 


4) 


5) 


Redirect Revenues to the General Fund — In this category are those actions taken by the 
legislature that take revenues currently directed toward a non-general fund account, and direct 
them to the general fund on a temporary basis. For example, coal severance tax revenues going 


to the parks and arts trusts will be diverted to the general fund, as will metal mines and oil and 


gas severance taxes currently going to environment-related accounts. HB 10 was the primary 
vehicle for this type of action. Only those actions that have limited or no immediate impact on 
agency spending are included. Other revenue diversions with an immediate impact on funds 
available for expenditure are included in the “Expenditure Reductions/Increases” category. 


Additional or Accelerated Revenue Collections — This category includes actions that increase 
revenue collections without an increase in taxation rates. For example, the lottery will reduce 


expenditures, which will increase revenues to the general fund through higher reversions. 


Certain collections, such as metal mines tax and the endowment tax credit, will be accelerated. 
Additional compliance auditors in the Department of Revenue are expected to increase 
collections of revenue already owed. 


Funding Switch to Replace General Fund — This category includes all action where funds in non- 
general fund accounts are used to replace expenditures currently funded with general fund. In 
this category are replacement of: 1) Motor Vehicle Division expenditures with highways state 
special revenue account; 2) county payments with accommodations tax; 3) several functions with 
state fund “old fund” balance; 4) environmental-based activities in the Department of Natural 
Resources and Conservation with RIT trust balance; and 5) several functions with Employment 
Security Account funds. These funding switches utilize fund balances and are consequently of a 
one-time-only nature. 


Fund Balance to General Fund — Several fund balances were deposited directly into the general 
fund, including $5.7 million from highways special revenue funds originally intended to replace 
vehicle taxes diverted in HB 124, and $1 million in orphan share funds. Because they utilize 
fund balance, they are one-time-only. 


Expenditures Reductions/Increases — The largest category, listed here are all the actions that will 
result in fewer funds to agencies or other governments in fiscal 2003. As shown in the detailed 
listing, any increases in spending are also included. The larger reductions are across-the-board 
reductions ($7.3 million), education reductions ($7.5 million, excluding across-the-board 
reductions), and pay plan/hiring freeze reductions ($6.2 million). As stated earlier, a limited 
number of the specific reductions are the result of revenue diversions to the general fund -- coal 
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tax shared account and the Long Range Building Program -- due to diversions of coal severance 
tax proceeds. These reductions are summarized by major program area in the next section, page 
9: 

6) Feed Bill —- HB 1 appropriates funds for the operations of the August 2002 special session. 


For a further discussion of the individual actions within each category, see the “Other Legislation” 
section of this report for the individual bills, and the “Agency Budgets” section for impacts on 
individual agencies. 
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Total Legislative Action - General Fund 
August 2002 Special Session 


(millions) 


Bill No. Amount 
Redirect Revenues to General Fund* 
Parks Trust 
Arts Trust 
Metal Mines 
Oil and Gas Severance 
Coal Tax Shared Accounts 
Additional or Accelerated Revenue Collections 
Fines HB 18 
Metal Mines Tax Collection Acceleration SB 30 
Endowment Tax Credit SB 15 
Indirect Costs HB 21 
Reduce Interentity Loans HB 16 
Revenue Estimate Revisions ( to LFD #s) HJR 1 
Mineral Leasing HB 11 1,197,000 
Lottery Reduced Expenditures HB 2 190,000 
Additional Compliance Auditors -Department of Revenue HB 2 1,862,000 9,617,300 
Funding Switch to Replace General Fund 
Highways State Special Revenue to Motor Vehicle Division HB 2 
Employment Security Funds HB 2 
RIT Trust Balance HB 2 
Alcohol Tax HB 2 
Cultural and Aesthetics Grants HB 8 
Accommodations Tax to Counties HB 18 
State Fund to General Fund SB 19 
State Fund to Flex Fund, Replaces General Fund SB 19 
Universal Access Fund SB 26 
MTAP to MT School for Deaf and Blind SB 27 
Fund Balance to General Fund 
Highways State Special Non-Budgeted Transfer HB 5 $ 2,841,961 
Orphan Share HB 9 1,000,000 


BOT ey 
HB 10 
HB 10 
HB 10 
HB 2 


408,000 
203,000 
383,310 
1,515,501 
(241,942) $ 2,267,869 


69,300 
1,827,000 
1,839,000 
1,507,000 

856,000 
270,000 


$ 6,540,751 
3,938,349 
1,000,000 
1,000,000 

198,575 
1,700,000 
1,900,000 
2,100,000 

66,000 


56,995 18,500,670 


Residual Equity Transfer HB 13 400,000 4,241,961 


Expenditure Reductions/Increases 


Judiciary Judges Staff 

School for Deaf & Blind - Restore reductions 
Amber Alert Security 

PHHS - Maintain Elderly Community Services 


HB 2 
HB 2 
HB 2 
HB 2 


$ 


(152,137) 
(81,995) 
(75,000) 
(97,191) 


(928,784) 

37,500 
516,000 
2,129,326 
3,885,306 
2,809,566 
607,528 
4,831,983 
2,922,000 
400,000 
644,000 
717,684 
1,400,000 
209,912 
201,112 
2,256,656 


Additional Auditors and Replace Funding HB 2 
Consensus Council HB 2 
K-12 Flex Fund Reduction** . HB 2 
Higher Education Reductions HB 2 
1 Percent Across-the-Board Reduction HB 2 
Equipment Reduction HB 2 
Reduction in Supplies HB 2 
HB 13 Pay Plan HB 3 
Timber Funds - K-12** HB 4 
Personal Car Reimbursement HB 6 
Long Range Building Program** HB 10 
Coal Tax Shared** HB 10 
Hiring Freeze HB 12 
Higher Education - 6 Mil Levy Adjustment** HB 18 
District Courts and County Reimbursement HB 18 
K-12 Public Schools Reductions HB 18 
Economic Development Reductions 

Research/Commercialization HB 5 1,685,000 

Economic Development HB 10 600,000 


Growth Through Agriculture HB 10 325,000 24,843,466 
Feed Bill - Special Session HB 1 $ (497,666) $ (497,666) 
Total Legislative Action (Excluding 17-7-140 reductions) $ 58,973,600 


Adopt Governor 17-7-140 Reduction (elected officials/MUS) HB 2 $ 6,767,138 6,767,138 
Total Legislative Action with HB2 17-7-140 reductions $ 65,740,738 


* Will result in long-term expenditure reductions. 
** Redirects Revenue to Gen. Fund, results in expenditure reduction 
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EXPENDITURE REDUCTIONS BY PROGRAM AREA 


The following section shows the impacts of the $24.8 million in true expenditure reductions (one of the 
categories in the previous table) by major program area of state government. This section does not 
include fund switches, balance transfers, or other categories not reducing expenditures. The program 
areas receiving the largest reductions were K-12 education, higher education, human services, and 
economic development. This section does not include spending reductions implemented by the 
Governor in June. The following table shows the reductions by program, and the narrative following the 
table provides additional detail. For further detail in these areas, see the “Agency Budgets” section of 
this report. 


Special Session Legislative Action 
Expenditure Reductions by Program Area 


Fiscal Impact 





Agency Bill # Action General Fund 


K - 12 Education/OPI 
HB 2* K-12 Flex Fund Reduction 
HB 4* = K-12 Timber Funds 
HB 18 = K-12 Public School Reduction 
HB 2 OPI-Across-the-Board Reductions 
HB 3 OPI-Pay Plan Reduction 


Total Reduction K-12 Education/OPI 


Montana University System 
HB 2 Across-the-Board Reductions 
HB 2 General Reduction 
HB 3 GF Pay Plan Reduction 
HB 10 Reduce Long Range Bldg Plan projects 
HB 18* Eliminate Distribution to 6 mill levy 


Total Reduction Montana University System 


Public Health and Human Services 
HB 2 Across-the-Board Reductions 
HB 2 Maintain Elderly Community Services 
HB 3 GF Pay Plan Reduction 


Total Reduction Human Services 


Economic Development 
HB 5 Research/Commercialization 
HB 10 Economic Development 
HB 10 Growth Through Agriculture 


Total Reduction Economic Development 
Other Reductions 
HB 2 Across-the Board Reductions 
HB Hiring Freeze, All Agencies 


HB 2 Other Reductions (net) 
HB 3 GF Pay Plan Reduction 


Total Other Reductions 


Total Expenditure Reductions 


*Redirects revenue to General Fund, results in expenditure reduction 
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$ 


(516,000) 
(2,922,000) 
(2,256,656) 

(29,171) 
(37,510) 


(5,761,337) 


(3,414,700) 
(2,129,326) 
(1,751,810) 
(284,000) 
(209,912) 


(7,789,748) 


(1,815,056) 
oT AS 


(820,707) 


$ 


(2,538,572) 


(1,685,000) 
(600,000) 
(325,000) 


(2,610,000) 


(2,043,473) 
(1,400,000) 
(478,380) 


(2,221,956) 


(6,143,809) 


(24,843,466) 
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K-12 Education/OPI 


Secondary education was reduced by $5.8 million, of which all but $66,700 was for distribution to 
schools. 


O 


The schools flex fund was reduced by $516,000 (plus an additional $184,000 in the Governor’s 
spending reductions in June). There is $4.1 million remaining in the fund for distribution to 
schools and $200,000 for student testing. . 
House Bill 4 suspended the timber for technology program for fiscal 2003 and 2004. Timber 
revenues on school lands will be diverted into the new guarantee account, and the general fund 
will achieve a savings. 

House Bill 18 reduced block grants (HB 124, the “Big Bill) to districts and to the countywide 
school retirement and transportation accounts, to correct a formula calculation in HB 124. 
Across-the-board reductions for equipment and office supplies, and the pay plan reduction, were 
$66,681 for the Office of Public Instruction. 


Montana University System 


Higher education was reduced by $7.8 million, in addition to reductions of $5.1 million ordered by the 
Governor in June and adopted by the legislature in HB 2 during the special session. 


O 


The university system’s share of across-the-board reductions (1 percent general fund, equipment, 
and office supplies) was $3.4 million. 

The university system received a general reduction to the lump sum appropriation of $2.1 
million, with a statement of legislative intent that intercollegiate athletics be reduced. 

The university system share of the reduction in funding for the fiscal 2003 pay plan increase was 
$1.8 million. 

House Bill 10 revised allocation of coal severance tax receipts for the Long Range Building 
Program from 12 to 10 percent, impacting two university system projects by $284,000. 

House Bill 18 terminated the reimbursement of lost business equipment tax revenue to the six 
mill levy, for a $209,000 reduction in fiscal 2003. 


Public Health and Human Services 


The only reductions in the special session for human services programs were across-the-board and pay 
plan reductions of $2.6 million, but these were in addition to $9.6 million in Governor’s spending 
reductions in June. The legislature increased funding to maintain senior and physically disabled home 
and community based services for persons eligible for Medicaid. 


Economic Development 
Economic development programs were reduced by $2.6 million. 


O 


O 


House Bill 5 eliminates the transfer of $485,000 to the research and commercialization account 
as included in the Governor’s original 17-7-140, MCA spending reduction plan, and reduces the 
transfer an additional $1.2 million in fiscal 2003. The $1.2 million transfer is suspended for each 
year of the 2005 biennium as well. 

House Bill 10 reduced the statutory allocation of revenue from the coal severance tax to the 
Office of Economic Development by 50 percent, a reduction of $175,000 (in addition to 
$127,500 removed in the Governor’s spending reductions in June). It also reduced thé Certified 
Communities Program by $425,000 and the Growth Through Agriculture Program by $325,000. 
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Other Reductions 

The across-the-board and pay plan reductions for all other program areas other than education and 
human services were $2.0 million and $2.2 million respectively. The hiring freeze is expected to save 
$1.4 million in all agencies. All other reductions (net of some increases) were less than $500,000. 
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BUDGET ACTIONS BY AGENCY 


The following figure shows the impact of budget balancing measures on individual agencies. Please 
note three things about the table: 


1) 


2) 


3) 


The table only shows impacts reflected in HB 2 and HB 13 (the pay plan bill adopted during the 
2001 regular legislative session). Therefore, impacts not reflected in reductions or increases in 
an individual agency’s appropriation or ability to spend are not included in the table. 


The table shows general fund only. In some instances, the reduction in general fund is not 
reflective of an overall reduction in an agency’s ability to spend, as the general fund may have 
been replaced with other funding sources. For example, the Departments of Public Health and 
Human Services, Military Affairs, and Labor and Industry; and the Montana Arts Council and 
Montana Historical Society, had reduced general fund partially replaced with other funding 
sources. For a complete discussion and tables showing the impact on total spending authority, 
see the individual agency narratives in the “Agency Budgets” section of this report. 


The table also shows the impacts of the Governor’s spending reductions ordered under the 
authority of 17-7-140, MCA. These reductions are not reductions in appropriations authority, 
but are listed to show the total impact on an agency’s ability to expend funds as a result of all 
fiscal 2003 budget balancing actions. Total Governor’s spending reductions were $23 million, 


but $6.8 million were adopted in HB 2 for elected officials and the Board of Regents. 
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Impact by Agency - Appropriation Reductions and Governor's Spending Reductions 
General Fund - HB 2 and HB 13 Only 
Fiscal 2003 


Original General Legislative Adjusted General Governor's *** Total General 


Agency Fund Appropriation* __Reductions** __ Fund Appropriation _ Spending Reductions Fund 


Legislative Branch $ 7,860,788 $ (235,258) $ 7,625,530 $ (350,000) $ 7,275,530 


Consumer Counsel 
Judiciary 

Chiropractic Legal Panel 
Governor's Office 


Commissioner of Political Practices 


State Auditor**** 
Transportation 

Revenue 

Administration 

Appellate Defender 
DPHHS 

DFWP 

DEQ 

Livestock 

DNRC 

Agriculture 

Commerce 

Crime Control 

JusucEt tee 

Public Service Regulation 
Corrections 

Labor & Industry 
Military Affairs 

OPI **** 

Board of Public Education 
School for the Deaf & Blind 
Arts Council 

Library Commission 
Historical Society 


Montana University System**** 


Total 


*HB 2 and HB 13 


**HB 2 and HB 3 (HB 13 from regular session) 


9,890,765 
253,634 
4,465,087 
359,417 
336,923 
29,402,233 
4,476,739 
187,882 
277,206,875 
281,817 
4,070,797 
639,319 
17,259,334 
824,167 
1,834,055 
1,844,149 
24,332,445 
100,300,414 
2,088,192 
4,300,362 
506,849,250 
WATE 
3,653,186 
324,365 
1,779,828 
1,893,434 
146,994,457 


1,153,887,649 


(7,135) 
(137,586) 
(9,225) 
(16,314) 
1,085 
(100,232) 
(4,122) 
(5,503,771) 
(4,326) 
(89,756) 
(12,984) 
(1,597,744) 
(27,945) 
(40,658) 
(29,677) 
(7,451,568) 
(906,345) 
(918,459) 
(1,162,844) 
(8,915,747) 
(3,761) 
(22,645) 
(7,895) 
(35,450) 
(43,721) 
(12,438,013) 


9,883,630 
253,634 
4,327,501 
350,192 
320,609 
29,403,318 
4,376,507 
183,760 
271,703,104 
277,491 
3,981,041 
626,335 
15,661,590 
796,222 
17933397, 
1,814,472 
16,880,877 
99,394,069 
1,169,733 
3,137,518 
497,933,503 
173,974 
3,630,541 
316,470 
1,744,378 
1,849,713 
134,556,444 


0 (395722,0960))S 1,114,165,553 


(365,746) 
(491,329) 
(16,850) 


(757,688) 
(293,252) 
(6,576) 
(9,601,759) 
(24,304) 
(252,691) 
(39,180) 
(166,557) 
(88,600) 
(573,453) 
(184,415) 


(2,147,533) 
(140,193) 
(172,939) 


(17,774) 
(130,638) 
(54,793) 
(87,811) 
(109,819) 


9,517,884 
253,634 
3,836,172 
333,342 
320,609 
28,645,630 
4,083,255 
177,184 
262,101,345 
253,187 
3,728,350 
587,155 
15,495,033 
707,622 
1,219,944 
1,630,057 
16,880,877 
97,246,536 
1,029,540 
2,964,579 
497,933,503 
156,200 
3,499,903 
261,677 
1,656,567 
1,739,894 
134,546,480 


(16,083,864) $ 1,098,081,689 


***This column doesn't include $6.8 million of Gov. reductions for elected officials that were incorporated into HB 2. Legis]. Branch/Judiciary are 
voluntary reductions. The figures by agency are based upon actual reductions by agency on SABHRS. Total reduction taken by the Governor is 

****Governor's spending reduction included in HB 2 reduction 
The reduction to OPI does not include a funding switch of $48.701 million as a result of the passage of HB 7, which creates a state special guarantee 


account. 
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BUDGET BALANCERS BY BILL 


The following table shows the budget balancers by legislative bill, followed by a short description of 
each piece of legislation. 


Legislation with Fiscal Impact 
Fiscal 2003 


Impact to 


Bill No. Description General Fund 
HJR 1 Revenue Estimate Resolution $ 270,000 
HB 1 Feed Bill (497,666) 
HB 2 General Appropriations Act (including Governor's 17-7-140 actions) 29,706,415 
HB3.- State Employee Pay Plan 20 Percent Reduction 4,831,983 
HB 4 Reallocate Certain School Timber Money 2,922,000 
HB 5 Reduce Transfers to Transportation and Research/Commercialization 4,526,961 
HB 6 Change State Vehicle Mileage Allowance 400,000 
HB 7 Reallocate Dedicated Public School Revenue (see narrative) n/a 
HB 8 Switch Funding for Cultural and Aesthetic Grants to Bed Tax 198,575 
HB 9 Revise Resource Indemnity Trust Transfers and Interest Distribution 1,000,000 
HB 10 Revise Allocation of Coal Severance Tax 4,796,495 
HB 11 Revise Amount of Federal Mineral Leasing Funds 1,197,000 
HB 12 State Employee Hiring Freeze 1,400,000 
HB 13 Debt Collection Internal Service Fund Residual Transfer 400,000 
HB 16 Maximize General Fund Interest by Limiting Interentity Loans 856,000 
HB 18 Revise and Clarify State/Local Finance - HB 124 Fixes 4,436,980 
HB 21 Require Full Recovery of Indirect Costs from Grants 1,507,000 
SB 1 Changing Funding of Alcohol and Chemical Dependency Programs ‘” 

SB6 Limit Special TANF Authority/Appropriation from 2001 Session ‘” 

SB 15 Decrease the Qualified Endowment Tax Credit 1,839,000 
SB 19 Fund Transfer from State Fund to General Fund and Flex Fund 4,000,000 
SB 26 Transfer Universal Access Funds (Public Service Commission) to General Fund 66,000 
SB 27 _ Transfer from Telecommunications Services Account to School for Deaf and Blind 56,995 
SB 30 _— Revise Time of Payment of Metal Mines License Tax 1,827,000 


Total Legislation With Fiscal Impact 65,740,738 


HB 2 Exclude: Gov. 17-7-140 Reductions included in HB 2 (6,767,138) 


Legislation With Fiscal Impact, Excluding Gov. 17-7-140 Reductions 58,973,600 


Note: ‘”” Fiscal actions occurred in HB 2 





HJR _ 1 is the revenue estimate resolution. The bill as introduced included the Legislative Fiscal Division 
revenue projections, and was amended by a net $270,000 prior to adoption. Appendix B includes a 
detailed summary of the revenue estimates by source contained in HJR 1. 


HB 1 appropriated $497,666 general fund for the costs associated with holding a special session. 
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HB 2 is the general appropriations act from the 2001 legislative session, which was amended to directly 
reduce general fund appropriations by nearly $30 million, including the Governor’s elected officials 
portion of the 17-7-140 reductions of $6.8 million. The largest adjustments were for across-the-board 
reductions in agency budgets (for office supplies, equipment, and a general | percent total budget 
reduction), and fund transfers from the highways special revenue account and the employment security 
account to replace general fund appropriations. There were other indirect HB 2 general fund impacts, 
resulting in a net general fund impact of $29.7 million. The following table shows the general fund 
amendments to HB 2. 


House Bill 2 Amendments 
General Fund Only | 
August 2002 Special Session 
(millions) 


Increased General Fund Appropriations 
Support Staff for New Judges (0.152) 
MSDB - Partial restore 17-7-140 reductions (0.025) 
MSDB - MTAP Transfer to General Fund - restore reductions (0.057) 
Amber Alert System - Dept. Justice (0.075) 
Maintain Elderly Community Services (0.097) 
Additional Revenue Audit and Compliance ($1.86 mil. Rev. gain) (0.929) 


General Fund Savings (Reductions/Fund Transfers etal.) 
Accomodations Tax Fund Switch for certain programs (State Sp)* 
Governor's Consensus Council 
RIT - Fund Switch (Weed Fund etal.) 
Motor Vehicle Fund Division Fund Switch 
Employment Security Account Fund Switch 
Montana University System 
Across the Board Reductions - Office Supplies 
1% Across the Board Reduction (Excl. Corr., PHHS-partial) 
2/3 Reduction in Fiscal 2003 Equipment Appropriation 
Flex Fund K-12 - Reduction in HB 2** 
Alcohol Tax Fund Switch 
Adopt Governor's 17-7-140 reductions for elected officials/MUS 
Reduce Low-Income Housing (SB6) - $2.765 million State Special 
Restore Weed Funding (State Special Revenue, $300,000) 


Total HB 2 Direct General Fund Adjustments (General Fund Net Savings) 


Other Indirect HB 2 Adjustments 
State Fund Transfer to K-12 Flex Fund, Replaces General Fund (2.100) 
Coal Tax Shared Accounts (0.242) 
Lottery Reduced Expenditures (increases GF revenues) 0.190 
Revenue Gain from Additional Compliance Auditors, Dept. of Rev. 1.862 


Net HB 2 Impact (General Fund Net Savings) $ 29.706 


Positive number means increase in gen. fund balance, negative number means gen. fund cost 
* Dept. FWP $0.258, Museum of Rockies $0.515, Arts Council $0.057, Library Comm. $0.842 
** Partially offset by $2.1 million state special transfer from state fund (SB19), shown as indirect adjustments 
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HB 3 reduces the fiscal 2003 general fund appropriation to implement the state pay plan by 20 percent, 
and reduces the contingency appropriations, for a total general fund reduction of $4.8 million. For a 
further discussion, see the “Pay Plan Reduction” discussion on page ___ of this report. 


HB 4 temporarily diverts school lands timber revenue in excess of 18 million board feet to a new state 
special revenue fund called the guarantee fund. Under previous law, timber revenue was deposited in 
the state special timber for technology account-and distributed to school districts in the following year. 
HB 4 diverts fiscal 2002 and 2003 timber revenue into the guarantee account and is to be used to pay for 
a portion of BASE aid in fiscal 2003. Distributions to school districts for technology purchases will be 
suspended for fiscal 2003 and 2004. The amount that will be deposited in the guarantee account in 
fiscal 2003 is expected to be $2.9 million. 


HB 5 reduces or eliminates transfers from the general fund: 1) $5.7 million to the highways state special 
revenue account originally slated to replace vehicle taxes diverted in HB 124 passed in the 2001 
legislative session; and 2) $485,000 to the research and commercialization account. Both actions 
complete reductions proposed by the Governor under the authority of 17-7-140, MCA. In addition, HB 
5 reduces the transfers to the research and commercialization account by $1.2 million each year through 
fiscal 2005. Although authorized in HB 5, $2.8 million of the highways state special revenue transfer 
was for fiscal 2002, which is not included in the totals for legislative action, since the transfer was 
included in the beginning fund balance for fiscal 2003. 


HB 6 requires that any state employee or officer traveling on state business be paid 52 percent of the 
Internal Revenue Service (IRS) low mileage rate for using a personal vehicle if a state car is available.’ 
If a state car is not available, the employee is entitled to the mileage prescribed under state law. 
Estimated savings are one-half of the total personal car reimbursements in fiscal 2002, or $400,000 
general fund per year. 


HB 7 creates a new state special guarantee account that will receive deposits of interest and income from 
school lands, as well as timber revenue previously used to pay for school district technology purchases. 
The guarantee account will be used to pay for a portion of BASE aid in fiscal 2003. The account will 
receive $48.8 million in interest and income and $2.9 million in timber revenue in fiscal 2003. Revenue 
to the general fund will be reduced by $48.8 million in fiscal 2003. 


HB 8 switches $198,575 in funding for cultural and aesthetic grants to the Montana Arts Council 
(usually appropriated in HB 9 during regular legislative session) from general fund to accommodations 
tax in fiscal 2003. 


HB 9 makes several adjustments. Generally and in concert with portions of HB 10, the overall impact 
and purpose is to: 
1) Divert RIT proceeds to the general fund 
2) Replace general fund with RIT related fund balances in the Department of Natural Resources and 
Conservation 
3) Adjust grants and interest allocations to “replenish” the reclamation and development account 


' The IRS rate is $0.365 per mile for the first 1,000 miles and $0.03 less for all additional miles within a given calendar 
month. The state motor pool rate depends upon the type of vehicle requested. The rate for a mid-size sedan is $0.054 per 
mile, plus $1.643 per hour (with a minimum of 8 hours). 
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Specifically, the bill: 

1) Transfers up to $1,000,000 of fund balance from the orphan share account to the general fund 

2) Reduces the transfer of excess resource indemnity trust (RIT) fund balance for weed eradication 
from $500,000 to $300,000 

3) Transfers $1.0 million of excess RIT fund balance to the reclamation and development grants 
account. HB 2 was then adjusted to replace a similar amount of general fund appropriations in 
the Department of Natural Resources and Conservation with reclamation and development grants 
account funds. 

4) Reduces grants funded with reclamation and development grants originally funded in the 1997 
legislative session by $466,752 

5) Reduces 2003 biennium future fisheries grants by $150,000 and reclamation and development 
grants by $300,000 

6) Redirects RIT interest income among several accounts 


HB 10 makes several adjustments: 
1) Diverts metal mines and oil and gas severance tax proceeds to the general fund ($1.9 million) 
2) Diverts coal severance tax proceeds in fiscal 2003 to the general fund ($1.97 million): 
a) The Long Range Building Program (12 percent to 10 percent) 
b) The shared coal tax fund (8.36 percent to 6.01 percent — HB 2 state special revenue 
appropriations were adjusted to account for the reduced income) 
c) The parks trust (entire 1.27 percent). Interest lost to the trust is anticipated to total about 
$14,000 in fiscal 2003 
d) The arts trust (entire 0.63 percent). Interest lost to the trust is anticipated to total about 
$6,000 in fiscal 2003 
3) Reduces economic development programs in fiscal 2003: 
e) Certified communities ($425,000) 
f) Growth through Agriculture ($325,000) 
g) Governor’s Office of Economic Development ($175,000) 
h) Reduces certain capital projects established in the 1999 and 2001 legislative sessions 


HB 11 as enacted by House Bill 226 in the 2001 legislative session, revenues from U.S. mineral 
royalties received in fiscal 2003 in excess of $20,474,000 were to be distributed to eligible counties. 
Since this limit was the amount of the HJR 2 revenue estimate, no excess money was anticipated. House 
Bill 11 increased this limit to $21,671,000 which, when coupled with a new revenue estimate of 
$21,738,000, will result in $1,197,000 of general fund revenue (that would have been distributed to 
eligible counties before House Bill 11) and a $67,000 distribution to eligible counties. 


HB 12 imposes a hiring freeze in fiscal 2003 on all agencies of state government, with the exception of 
the Montana University System. An agency may fill a position only with the approval, in writing, of the 
agency’s approving authority” to “...protect the public health, safety, and welfare of the citizens of the 
state and to avoid significant disruptions to critical state services.” Expected savings total $1.4 million 
general fund and are assumed as an increase in the anticipated general fund balance. 


* The Governor or their designated representative for the Executive Branch, the Board of Regents for the Montana University 
System, the Supreme Court for the Judiciary, the Speaker of the House for the House of Representatives, the President of the 
Senate for the Senate, the Legislative Finance Committee for the Legislative Fiscal Division, the Legislative Council for the 
Legislative Services Division, and the Legislative Audit Committee for the Legislative Audit Division. 
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HB 13 transfers $400,000 in excess funds from the Department of Revenue debt collection internal 
service fund to the general fund. The Governor had recommended this action as part of 17-7-140 
spending reductions, but the transfer required legislative action to complete. 


HB 16 requires agencies to certify to the Department of Administration that they have billed the federal 
government or other third parties for their share of costs charged against a fund prior to seeking a 
general fund loan for that fund. Estimated general fund interest saved is $856,000 in fiscal 2003. The 
Department of Administration received an additional 1.0 FTE for financial management in the fiscal 
2001 legislative session. Consequently, it will be difficult to gauge the actual savings as a result of this 
bill. 


HB 18 transfers $1.7 million in accommodations tax reserves from the state special accommodations tax 
account to the general fund in fiscal 2003 and increases general fund revenue by $69,300 by eliminating 
the 50 percent distribution of gambling fines and penalties (23-5-123, MCA) to counties’ general fund, 
beginning in fiscal 2003. The bill also reduces block grants to school districts and to the countywide 
school retirement and transportation accounts. For a further discussion, see the Office of Public 
Instruction narrative in the “Agency Budgets” section of this report. 


HB 21 requires that agencies not waive their rights to collect indirect costs from the federal government 
or other third parties when available. The estimated additional indirect cost collections to the general 
fund are $1.507 million. 


SB 1 temporarily allows the use of state special revenue alcohol tax funds statutorily appropriated to 
county chemical dependency programs to be used as state matching funds for Medicaid services in 
addition to chemical dependency and alcoholism. This bill was implemented in HB 2 by a $1 million 
general fund reduction and a $1 million increase in alcohol tax funds to be used as Medicaid match for 
mental health services. The fiscal actions occurred in HB 2. 


SB 6 revised the allocation of TANF funds available to the Board of Housing for the Low-Income 
Revolving Loan Account from $3.4 million to $700,000. The fiscal actions occurred in HB 2. 


SB 15 temporarily reduces the income and corporate tax credit for gifts to charitable endowments and 
also temporarily increases the credit for a similar period of time. In fiscal 2003, it is estimated that 
income tax revenues will increase by $1.839 million, although the estimate is highly uncertain. No 
estimate of the revenue decline in fiscal 2004 and 2005 is available. 


SB 19 transfers a total of $4.0 million from the state workers’ compensation fund for four uses: 

1) $2.1 million to the K-12 flex fund for distribution to school districts. Along with an increase of 
$2.0 million from the general fund, this action increases the total appropriation in the fund from 
the Governor’s recommended $200,000 to $4.3 million. 

2) $550,000 to the Department of Public Health and Human Services to offset a portion of earlier 
reductions 

3) $79,326 to the State Library Commission to offset reductions in the equipment budget 

4) $1,270,674 to offset reductions in the Montana University System 
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The bill also mandates a study of the structure of the state fund prior to the 2003 legislative session, with 
membership from the legislature, the State Auditor’s Office, and insurers. 


SB 26 transfers 10 percent of the fund balance in the universal access fund administered by the Public 
Service Commission to the general fund, and 90 percent to a state special revenue account for use by the 
Department of Public Health and Human Services. Transfer to the general fund totals almost $66,000. 
State special revenue was appropriated in HB 2 to the Department of Public Health and Human Services 
for two uses: $350,000 to reduce the Medicaid co-pay, and $258,736 to maintain mental health day 
treatment for children. 


SB 27 revises the laws dictating uses of the account used to provide funds to improve communications 
access of persons with disabilities to include the Montana School for the Deaf and Blind (MSDB), and 
transfers $56,995 of the fund balance to the general fund for use by MSDB. A corresponding amount 
was added to the MSDB appropriation in HB 2. 


SB 30 provides for a one-time accelerated collection of metalliferous mines taxes by providing for semi- 
annual rather than annual payments. In coordination with House Bill 10 (see above), Senate Bill 30 is 
expected to result in a fiscal 2003 increase in general fund of $1,827,150 plus increases to the hard rock 
mining impact account ($70,275), hard rock mining reclamation debt service account ($238,935), and 
statutorily appropriated distributions to counties ($674,640). 
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BUDGET OUTLOOK 

In a series of reports by the LFD on the General Fund Status since November 2001, this office has 
reported that Montana faced not only a significant 2003 biennium deficit, but an even more serious long- 
term structural imbalance between ongoing expenditures and state revenues. Although the budget was 
balanced in the special session, there are a number of uncertainties that can affect the projections with 
over ten months left to go in the biennium. And a flat revenue base combined with ever increasing 
expenditures further exacerbates the structural imbalance problem for the long term. The purpose of this 
section is to provide an overview of some of the budget issues that may impact financial stability of the 
state budget for the remainder of this biennium and the 2005 biennium. 


REMAINDER OF 2003 BIENNIUM 


The 57" Legislature rebalanced the 2003 biennium general fund budget during the August 2002 Special 
Session, leaving a projected ending fund balance reserve of $27.1 million, which is 2.1 percent of fiscal 
2003 appropriations. This balance includes a reserve for anticipated costs of $7.2 million for the 2003 
legislative session and $5.6 million for supplementals. The projected balance is just $1.0 million over 
the minimum general fund balance calculated in accordance with 17-7-140, MCA. This leaves no 
margin for any downturn in projections during the remaining ten months of this biennium if the 
requirements of 17-7-140 are to be strictly followed (it requires the executive to implement spending 
reductions if general fund projections drop below $26.1 million). It should be noted, however, that from 
a risk standpoint, the size of a required reserve should diminish as the length of time to the end of the 
projected period becomes less. It is also worthy to note that the legislature will convene in regular 
session in January 2003, 6 months before the end of the biennium, and could act if necessary to deal 
with a further diminished fund balance projection. However, the further into the fiscal year that it gets, 
the fewer options there are to consider. 


Factors that May affect Projected Deficits 


There are a number of factors that could affect the projected ending general fund balance, including 
wildfire costs and other supplementals, as well as further deterioration of the state revenue base as a 
result of economic issues. 


Supplemental Appropriations 


As shown in the table, the legislature included a reserve for anticipated supplementals of $5.6 million in 
the projected ending fund balance adopted in special session. This total includes $5.3 million for fiscal 
2002 Spring wildfires and $0.3 million for Department of Justice litigation costs. These are 
supplemental requests that the executive has stated they will request in the 2003 session. The executive 
has also stated it will request a supplemental appropriation for Public Health and Human Services, and 
reimbursement for the cost of fiscal 2003 wildfires. 

o DPHHS Fiscal 2002 Cost Over-run: The executive submitted a report to the Legislative Finance 
Committee in June 2001 stating they would transfer $3.9 million from fiscal 2003 to fiscal 2002 
due to a funding shortfall based on PHHS projections. The report also stated that the full amount 
would be requested as a supplemental appropriation for fiscal 2003. A plan for mitigation of the 
costs was not submitted. 

o Wildfire Costs, Fiscal 2003: The projections do not include an estimate for wildfire suppression 
costs for the 2002 summer fire season (fiscal 2003), even though some costs have already been 
incurred, and a supplemental will clearly be required. An average annual fire suppression cost 1s 
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$7.3 million, which is a conservative estimate in view of the improved yet still existing drought 
conditions the state is experiencing. This is a highly probable cost that will occur in fiscal 2003. 


Since no estimate is included in the legislative projections for the two additional projected 
supplementals, the final ending fund balance can be expected to be as much as $11.2 million less, or 
down to $15. 9 million. 


Supplementals As shown in the bottom half of the 
table, there are two other areas with 
potential cost over-runs, based on 
current information, that could result 
Legislative Potential in supplemental requests. They 


Reserve __Supplementals_ Difference | include an additional $2.8 million in 


Public Health and Human Services 


Legislative Reserve vs. Other Potential Supplementals 
(millions) 


Spring Wildfires (fiscal 2002) $ 5.3.49 299) $ i and up to $9.0 million in 

Beni nts eee Oa os Corrections. The legislature should 
PHHS Fiscal 2002 cost over-run 3.9 3.9 z ar ey 

Wildfire Costs, fiscal 2003 73 Thu leventibea a kati scien ana aaa a 

runs, but understand that the 

Total Likely Supplementals : executive has the option to mitigate 

those cost over-runs by _ re- 

Potential Cost Over-runs prioritizing or applying cost saving 


measures. The executive has not 
stated whether these cost over-runs 
will be mitigated. The $2.8 million 
Total Potential Supplementals  $ : in PHHS is due to planned 
aT a ~~ | reductions that are contingent on 
receiving a Medicaid cost waiver 
from the federal government in fiscal 2003. Based on the length of time other states have experienced in 
obtaining the waiver, it is unlikely the waiver will be approved in time to obtain a fiscal 2003 savings. 
Since the department has already had to make significant reductions to stay within the fiscal 2002 
budget, as part of fiscal 2003 reductions directed by the Governor, and incurred special session 
reductions that were not considered in the most recent cost projections, it will be difficult to mitigate the 
over-run. 


PHHS - Medicaid Waiver 
Corrections - Prison Population 





The potential $9.0 million cost over-run in Corrections is due to greater than anticipated prison 
population projections, reductions due to 17-7-140, and the special session. The legislature considered 
legislation in the special session to reduce total prison populations, but they were not adopted. If this 
cost over-run cannot be fully mitigated, there is a likelihood of a supplemental request for the 2003 
biennium. 


If the full amount of all of the four potential supplemental requests excluded from the legislative 
projections were to occur, the final ending fund balance could be expected to be $23.6 million less, or 
down to $3.5 million. 
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Economic Outlook/Revised Revenue Estimates 


State revenue collections have continually worsened as compared to projections since November 2001. 
It remains unclear to what extent the downturn in collections seen in fiscal 2002 will continue into fiscal 
2003. There are currently strong concerns the national economy will dip back into a recession. And 
there are concerns that capital gains revenue reporting could drop even further. Both the executive and 
legislative staffs will continue to monitor revenue collections closely. Any unforeseen economic shifts, 
which could include terrorist acts, reduced investor confidence, severe drought, or new federal tax 
legislation, could result in revised revenue projections that could worsen the current outlook. And since 
the projected balance is only $1 million above the statutorily required fund balance reserve, there is no 
margin for error. A significant drop could require either an additional round of reductions or resolution 
by the legislature in the 2003 session. 
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2005 BIENNIUM OUTLOOK 


The current broad-brush projection for the 2005 biennium is an imbalance of over $230 million just to 
fund a baseline budget. The size of the imbalance is a major fiscal issue that will have to be addressed 
by the 2003 legislature. An accurate estimate of the imbalance is difficult to predict, since it is 
dependent on the strength of state and national economies and the growth rate in state expenditures as a 
result of caseload, population, and other increases. 


Deteriorating Tax Base 


It has become clear that the state general fund tax base has declined, primarily with regard to individual 
and corporate income tax collections. The prevailing question is how soon and to what extent the base 
will recover. The state’s tax base increased significantly on the volume of capital gains increases that 
were reported during the extraordinary bull market years of the 1990s. The associated tax revenues 
were used to expand the expenditure base. It is now clear that the revenue bubble from capital gains 
income growth has burst, resulting in a permanent reduction in the general fund revenue base. An 
accurate analysis of the impact of capital gains revenue declines will not be possible until late 2002. 


Structural Imbalance 


LFD staff kept a constant tally of the potential structural imbalance in the general fund during the 2001 
session, and reported in the post-session Legislative Fiscal Report that there was a structural imbalance 
of $57 million in the 2003 biennium budget. A structural imbalance means that the on-going 
expenditures base exceeds on-going revenues by $57 million (this was largely attributable to spending 
down a large fund balance, a one-time source of revenue, to support expanded or new programs). As 
projected by this office, the general fund revenue shortfall from HJR 2 levels is $153 million. To the 
extent that this shortfall is permanent, a direct increase in the structural imbalance is created. Based on 
the LFD projections, the structural imbalance has grown to over $230 million. This represents the 
reduction in revenues that are available to the legislature to continue ongoing programs, and when 
coupled with the costs of annualization of delayed implementation programs, such as the state pay plan 
and K-12 BASE aid increases, the shortfall mushrooms to over $250 million. With the potential of 
anemic growth rate in general fund revenues, the legislature may have to consider significant budget 
reductions and/or revenue enhancements to balance the budget. 


Impact of Special Session Actions — One-time vs. Ongoing 


The legislative budget balancers enacted in the special session include $33.0 million of one-time-only 
actions. However, the balancers include $6.6 million of ongoing savings, and an additional $19.3 
million in potential on-going savings. To the extent that the legislature during the 2003 regular 
legislative session incorporates the fiscal 2003 special session budget balancers in each year of the 2005 
biennium budget, the structural imbalance will be reduced correspondingly. 


Expenditure Pressures 


Pressures on spending for government services, including double-digit growth in human services 
programs (resulting from increased caseloads, Medicaid cost increases, and runaway prescription costs) 
will further complicate the budget deficit in the 2005 biennium. Corrections costs due to a filled-to- 
capacity prison system will further add to spending pressures. Demands for increased support of 
education will continue to be heard, and wildfire suppression costs may exceed average annual costs 
until the drought fully subsides. This will make the job of prioritizing/scaling back the expenditure base 
extremely difficult. 
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POTENTIAL BUDGET MANAGEMENT TOOLS IN 2003 SESSION 


As part of a long-term solution to the current budget crisis, the legislature may want to evaluate options 
for improved budget management and tools to address temporary downturns in the state budget picture. 
The following discussion addresses three options for managing future budget deficit crises. These and 
other budget management options will be addressed further in the LFD Budget Analysis Report for the 
2003 session. 


Assessment of Appropriate General Fund Reserve 


The economic outlook for the state is very tenuous at best. The more stable and robust economic times 
of the 1990’s are in the past. Attaining general fund budget stability is more than setting appropriations 
equal to anticipated revenues. There is a need for a positive ending fund balance projection to serve as a 
safety net. The adequacy of the reserve can buffer the state from the consequences of fiscal instability 
due to the volatility in revenue collections. The level of fund balance reserves must be sufficient to 
offset unforeseen economic events that trigger shortfalls. To this end, the legislature needs to evaluate 
what amount of ending fund balance is sufficient to ensure budget stability. 


For several biennia during the 1990s and before, the legislature set an ending fund reserve of $20 to $25 
million, which was barely 1 percent of biennial appropriations. This reserve was near the trigger amount 
for spending reductions defined in statute. National fiscal experts such as the National Conference of 
State Legislatures recommend a fund balance reserve of 3 to 5 percent of total appropriations or 
revenues. At the current budget level, this would amount to a reserve of at least $80 million. The 
average state reserve projection in fiscal 2001 was over 5 percent. The 2001 Montana legislature 
established the largest projected reserve in history when it set the 2003 biennium projected ending fund 
balance at $54 million, or just over 2 percent of total appropriations. While still well below the 
recommended level and the all-state average, this ending fund balance reserve was not enough to avoid a 
budget deficit. The higher reserve did contribute to reducing the size of the deficit. This points out the 
importance of establishing an adequate reserve that takes into consideration the volatility of the state 
economic picture. 


Attention to Structural Imbalance 


The legislature has worked diligently to pass a budget that is structurally balanced over the past several 
biennia. The budget pressures of the 2001 session resulted in a general fund budget that was structurally 
imbalanced by at least $57 million. This built-in imbalance, when coupled with the dramatic decline in 
general fund revenues has expanded the structural imbalance to $230 million. This creates a serious 
underlying budget imbalance that will have to be addressed by the 2003 legislature. Establishment of 
balance between the ongoing revenues and the expenditures is critical to long-term budget stability. The 
LED staff will continue to track the structural balance during the session to assist the legislature in 
achieving a healthy budget base structure. 


Establishment of Rainy Day Fund 


The current crisis in state general fund budgets has forced at least 48 states to take action to bring their 
budgets back into balance due to revenue shortfalls. A majority of those states utilized the proceeds of a 
rainy day fund as part of the solution to their budget shortfall. A total of 46 states have rainy day funds 
to help get through periods of budget volatility. One of the four remaining states has a statutory 
requirement that the minimum ending fund balance projection must be at least 7.5 percent of total 
revenues, which has the same effect as a rainy day fund. A rainy day fund is a prudent tool to avoid the 


Legislative Fiscal Division 30 Budget Outlook 
Overview Special Session — August 2002 


disruption of state services and the crisis management necessary in a budget deficit situation. Rainy day 
funds usually have strict criteria for withdrawal of funds from the account, and have effectively served 
states that invested in them. 
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INTRODUCTION TO AGENCY BUDGETS 


The following section is an agency-by-agency summary of actions taken by the legislature in special 
session. Each agency narrative is structured as follows: 


1) 


2) 
3) 
4) 
5) 


A table showing:: 

(a) The HB 2 fiscal 2003 appropriation as established by the legislature in regular session 

(b) The HB 2 fiscal 2003 appropriation as adjusted by the legislature in special session 

(c) The difference between the two 

(d) The percentage change 

A general listing of changes to the appropriation in HB 2 

A discussion of any other legislation impacting the agency 

A comparison to the executive recommendation 

A table showing 

(a) The original HB 2 appropriation 

(b) The original HB 13 (pay plan) appropriation 

(c) Adjustments to the appropriation made by the legislature in special session 

(d) The total adjusted appropriation . 

(e) Spending reductions ordered by the Governor under the authority of 17-7-140 

(f) The total financial impact to the agency of legislative appropriation adjustments and 
spending reductions ordered by the Governor 


The section begins with a discussion of four actions taken by the legislature with either a global impact 
to all agencies, or from which a number of agencies were impacted: 1) the HB 3 general fund pay plan 
appropriation reductions; 2) the hiring freeze; 3) global across-the-board general fund reductions; and 4) 
the transfer of funds from the state workers’ compensation “old fund”. 


For a discussion of the 17-7-140 spending reductions, please refer to the Legislative Fiscal Division 
publication entitled “Spending Reductions Proposal Fiscal 2003” available through the Legislative 
Fiscal Division offices or on the Internet at http://leg.state.mt.us/fiscal/index.htm. This Internet address 
also houses first level tables for each program in each agency for purposes of Section 2 of HB 2 (August 
2002 Special Session) and 17-7-138 and 17-7-139, MCA. 
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SHARED OR GLOBAL ISSUES 


The following discusses action by the legislature with a global or shared impact. 


PAY PLAN REDUCTION 


HB 3 reduces the general fund appropriations to implement the 2003 biennium pay plan (HB 13 in the 
2001 regular session) by 20 percent. The bill also reduces the contingency fund appropriated to assist 


agencies unable to meet their original vacancy savings targets. 
increasing each agency’s target vacancy savings rate. 


The reduction has the impact of 


The following summarizes the impact by area of government. The increased reduction to the executive 
branch was due to anticipated funding switches that would have reduced general fund appropriations to 
certain agencies and replaced it with other revenues. Only a portion of these switches was made. 


Impact of Reductions to Pay Plan Appropriations 


Original 


General Fund, Only** 
Fiscal 2003 


Percent 


Entity Appropriation Reduction Total Reduction 


Legislative Branch $ 


Judiciary 

Montana University System 
Remaining Executive Branch 
Executive Branch Teachers 
Contingency Fund* 


Total K 


*Biennial appropriation. 


388,359 $ 
253,634 
8,759,051 
11,606,426 
107,216 
1,300,000 


(77,672) $ 
(50,727) 
(1,751,810) 
(2,430,331) 
(21,443) 
(500,000) 


310,687 -20.0% 
202,907 -20.0% 
7,007,241 -20.0% 
9,176,095 -20.9% 
85,773 -20.0% 
800,000 -38.5% 


22,414,686 $ (4,831,983) $ 17,582,703  —--21.6% 


**Other funds were increased by $261,651 to account for anticipated fund switches. Only a portion of 


the fund switches were actually made. 





The impact of the reduction on each agency is listed in the agency narratives beginning on page x, and 
will differ from agency to agency depending upon the degree of general fund support in each agency. 
The following provides a sampling of agency impact on total agency appropriations. The table does not 
incorporate any other reduction measures, such as the 1 percent across-the-board reduction, that also 


only impacted general funded agencies. 
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Impact on Selected Agencies 
20 Percent Pay Plan Reduction Proposal 
Fiscal 2003 


Fiscal 2002* Reduction 
General Fund in Total Pay 


Agency PS Funding % Plan Funding 


87.5% 17.5% 


Legislative Branch 67.8% 13.6% 
Department of Transportation 0.0% 0.0% 
Public Health and Human Services 56.0% 11.2% 
Department of Natural Resources and Conservation Doe 11.6% 
Department of Corrections 90.7% 18.1% 
Office of Public Instruction 42.7% 8.5% 


Judiciary 


*Through June. 





HIRING FREEZE 

HB 12 imposes a hiring freeze in fiscal 2003 on all agencies of state government, with the exception of 
the Montana University System. An agency may fill a position only with the approval, in writing, of the 
agency’s approving authority” to “...protect the public health, safety, and welfare of the citizens of the 
state and to avoid significant disruptions to critical state services.” Expected savings total $1.4 million 
general fund and are assumed as an increase in the anticipated general fund balance. No reductions were 
made to the appropriations of individual agencies as a result of passage of this bill. 


The overall impact on individual agencies of the hiring freeze, the reduction in the pay plan 
appropriation, and the overall reductions imposed on agencies (most notably the | percent across-the- 
board reduction) will vary, as the degree of general fund support is not uniform, and some agencies had 
either already implemented various personal services cost saving measures to meet earlier reduction 


targets. 


ACROSS-THE-BOARD REDUCTIONS 


The legislature imposed three across-the-board reductions to fiscal 2003 general fund appropriations. 
1) A 1 percent reduction to all general fund totaling $4.4 million 
2) An amount equivalent to 25 percent of all office-related supplies expenditures in fiscal 2002 
totaling $0.6 million 
3) An amount equivalent to 66.7 percent (2/3) of all general fund equipment budgets in fiscal 2003 
totaling $2.8 million 


> The Governor or their designated representative for the Executive Branch, the Board of Regents for the Montana University 
System, the Supreme Court for the Judiciary, the Speaker of the House for the House of Representatives, the President of the 
Senate for the Senate, the Legislative Finance Committee for the Legislative Fiscal Division, the Legislative Council for the 


Legislative Services Division, and the Legislative Audit Committee for the Legislative Audit Division. 
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All agencies with general fund appropriations were impacted with the following exceptions: 

1) The Department of Corrections was exempted from the 1 percent reduction ($974,202) 

2) The Department of Public Health and Human Services was exempted from a portion of the 1 
percent reduction ($731,008, with a further $550,000 replacement of total reduced general fund 
with workers’ compensation funds) 

3) The Montana State Library Commission, the Judiciary, and the Forensics Division in the 
Department of Justice were exempted from the equipment reduction ($362,677) 


The impact of the reductions on each agency is discussed in the agency narratives that follow. 


TRANSFER OF WORKERS’ COMPENSATION FUND BALANCE 


SB 19 transfers a total of $4.0 million from the state workers’ compensation “old fund” balance for four 
uses: 

1) $2.1 million to the K-12 flex fund for distribution to school districts. Along with an increase of 
$2.0 million from the general fund, this action increases the total appropriation in the fund from 
the Governor’s recommended $200,000 to $4.3 million. 

2) $550,000 to the Department of Public Health and Human Services to offset a portion of earlier 
reductions 

3) $79,326 to the State Library Commission to offset reductions in the equipment budget 

4) $1,270,674 to offset reductions in the Montana University System. 


The bill-also mandates a study of the structure of the state fund prior to the 2003 legislative session, with 
membership from the legislature, the state auditor’s office, and insurers. 
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LEGISLATIVE BRANCH 


Summary of Legislative Action 
The legislature made the following adjustments to the fiscal 2003 appropriation: 


Legislative Branch 
Agency Summary Comparisons 
HB 2, Fiscal 2003 


Regular Special Percent 
Session Session Difference Reduction 


General Fund $ 7,472,429 $ 7,314,843 $ (157,586) -2.1% 
State Special 1,752,660 1,752,660 - 


Total 9,225,089 $ 9,067,503 $ (157,586) 





o Reduced the fiscal 2003 general fund appropriation equivalent to 25 percent of general fund 
office supply expenditures in fiscal 2002 - $16,197 

o Reduced the fiscal 2003 general fund equipment appropriation by 2/3 - $66,667 

o Reduced the fiscal 2003 general fund appropriation by 1 percent - $74,772 


The overall reduction in HB 2 to the Legislative Branch is $157,586 in general fund, or 2.1 percent of 
the original fiscal 2003 general fund appropriation. 


Other Legislation 


None 


Executive Budget Comparison 

The legislature revised the executive budget for the Legislative Branch by reducing general fund by an 
additional $157,586 due to the passage of global amendments involving a 1 percent general fund 
reduction, a 2/3 equipment reduction, and 25 percent reduction in supplies. 


The legislature adopted the executive budget reductions involving a 20 percent pay plan decrease of 
$77,672 and a hiring freeze (refer to the overview section for further information). 


Language 
Language was added to allow the branch to reallocate among programs the 1 percent reduction and 
reductions in supplies and equipment. 
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Legislative Branch 


Total Fiscal 2003 Impact to Agency 


The following table summarizes the total impact to the agency as a result of legislative action in the 
special session to alter appropriations, and the Governor's spending reductions ordered under the 
authority of 17-7-140 in June, 2002. 


Legislative Branch 
Fiscal 2003 Agency Funding Adjustments 


General State Total 
HB 2 & 13 + Adjustments Fund Special Funds 
Original HB2-2001 Session $ 7,472,429 §$ 1,752,660 $ 9,225,089 
Original HB13-2001 Session 388,359 78,107 466,466 
Total Fiscal 03 Legislative Appropriation $ 7,860,788 1,830,767 9,691,555 


HB2 Special Session Action (157,586) - (157,586) 
Pay Plan Reduction (77,672) - (77,672) 
Revised Legislative Appropriation 7,625,530 1,830,767 9,456,297 


17-7-140 Adjustments (350,000) (350,000) 


Revised Fiscal 2003 7,275,530 1,830,767 9,106,297 


Percent Reduction from 2001 Session -7.4% 0.0% -6.0% 
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CONSUMER COUNSEL 


Summary of Legislative Action 


The Consumer Counsel is funded with state special revenue. Therefore, legislative action had no impact 


on the agency. 


Consumer Counsel 
Agency Summary Comparisons 
HB 2, Fiscal 2003 


Regular Special 


Session Session Difference 


State Special $ 1,208,068 $ 1,208,068 $ 


Total $ 1,208,068 $ 1,208,068 $ 





Other Legislation 


None 


Executive Budget Comparison 
The executive budget had no impact on the Consumer Counsel. 


Language 
None 


Total Fiscal 2003 Impact to Agency 


Percent 


Reduction 


The following table summarizes the total impact to the agency as a result of legislative action in the 
special session to alter appropriations, and the Governor's spending reductions ordered under the 


authority of 17-7-140 in June, 2002. 


Consumer Counsel 


Fiscal 2003 Agency Funding Adjustments 


State 


Total 


HB 2 & 13 + Adjustments Special Funds 


Original HB2-2001 Session $ 1,208,068 
Original HB13-2001 Session 25,902 


Total Fiscal 03 Legislative Appropriation 1,233,970 


HB2 Special Session Action - 
Pay Plan Reduction 


Revised Legislative Appropriation 1,233,970 


17-7-140 Adjustments 
Revised Fiscal 2003 1,233,970 


Percent Reduction from 2001 Session 0.0% 
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1,208,068 
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1,233,970 


1,233,970 
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JUDICIARY 


Summary of Legislative Action 
The legislature made the following adjustments to the fiscal 2003 appropriation: 


Judiciary 
Agency Summary Comparisons 
HB 2, Fiscal 2003 


Regular Special Percent 
Session Session Difference Reduction 


General Fund $ OS ed an. 9,680,723 43,592 0.5% 


State Special 1,753,959 1,753,959 0.0% 


Federal Special 363,725 363,725 


Total $ 11,754,815 $ 11,798,407 





o Reduced the fiscal 2003 general fund appropriation equivalent to 25 percent of general fund 
office supply expenditures in fiscal 2002 - $12,178 

o Reduced the fiscal 2003 general fund appropriation by 1 percent - $96,367 

o Increased the fiscal 2003 general fund appropnation by $152,137 for staffing costs related to two 
new district court judges added by the 57" Legislature in Ravalli and Cascade counties. 


The additional funds were added to the District Court Operations Program. The reductions were made 
to the Supreme Court Operations Program with the allowance that the branch could reallocate these 


reductions among programs when developing fiscal 2003 operating plans. 


Other Legislation 
None 


Executive Budget Comparison 
The legislature adopted the executive proposal to increase the Judiciary general fund budget by 
pio2,13 1, 


The legislature also adopted the executive budget reductions involving a 20 percent pay plan reduction 
of $50,727 and a hiring freeze (refer to the overview section for further information). 


Language 
Language was added to allow the branch to reallocate among programs the 1 percent reduction and 
reduction in supplies. 
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Judiciary 


Total Fiscal 2003 Impact to Agency 


The following table summarizes the total impact to the agency as a result of legislative action in the 
special session to alter appropriations, and the Governor's spending reductions ordered under the 
authority of 17-7-140 in June, 2002. 


Judiciary 
Fiscal 2003 Agency Funding Adjustments 


General State Federal Total 
HB 2 & 13 + Adjustments Fund Special Special Funds 
Original HB2-2001 Session $ 9,637,131 $ 1,753,959 $ 363;/25 ~$= 11,754,815 
Original HB13-2001 Session 253,634 28,560 - 282,194 
Total Fiscal 03 Legislative Appropriation $ 9,890,765 $ 1,782,519 363,725 $ 12,037,009 


HB2 Special Session Action 43,592 - = 43,592 
Pay Plan Reduction (50,727) - - (50,727) 
Revised Legislative Appropriation 9,883,630 $ 1,782,519 363,725 $ 12,029,874 


17-7-140 Adjustments (365,746) (365,746) 


Revised Fiscal 2003 9,517,884 $ 1,782,519 363,725 $ 11,664,128 


Percent Reduction from 2001 Session -3.8% 0.0% 0.0% -3.1% 
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MONTANA CHIROPRACTIC LEGAL PANEL 


Summary of Legislative Action 


The Montana Chiropractic Legal Panel is funded with state special 


action had no impact on the panel. 


revenue. 


Other Legislation 


None 


Montana Chiropractic Legal Panel 
Agency Summary Comparisons 
HB 2, Fiscal 2003 


Regular Special 


Session Session Difference 


State Special $ 15,000 $ 15,000 $ 


Total $ 15,000 $ 15,000 $ 





Executive Budget Comparison 


The executive budget had no impact on the Chiropractic Legal Panel. 


Language 
None 


Total Fiscal 2003 Impact to Agency 


The following table summarizes the total impact to the agency as a result of legislative action in the 
special session to alter appropriations, and the Governor's spending reductions ordered under the 
authority of 17-7-140 in June, 2002. 


Montana Chiropractic Legal Panel 


Fiscal 2003 Agency Funding Adjustments 


General State 


Therefore, legislative 


Percent 
Reduction 


Total 


HB 2 & 13 + Adjustments Fund Special Funds 


Original HB2-2001 Session $ - 
Original HB13-2001 Session 253,634 28,560 


Total Fiscal 03 Legislative Appropriation $ 253,634 §$ 43,560 


HB2 Special Session Action 
Pay Plan Reduction 


Revised Legislative Appropriation 253,634 


17-7-140 Adjustments 


I Revised Fiscal 2003 253,634 


Percent Reduction from 2001 Session 0.0% 
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$ 15,000 


$ 15,000 


282,194 


$ 297,194 


297,194 


297,194 


0.0% 
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GOVERNOR’S OFFICE 


Summary of Legislative Action 
The legislature made the following adjustments to the fiscal 2003 appropriation: 


Governors Office 
Agency Summary Comparisons 
HB 2, Fiscal 2003 


Regular Special Percent 
Session Session Difference Reduction 


General Fund = $ 4,278,317 $ 4,178,085 $ (100,232) -2.3% 


State Special 310,533 310,533 0.0% 


Federal Special 45,104 45,104 


Total $ 4,633,954 $ 4,533,722 $ (100,232) 





o Reduced the fiscal 2003 general fund appropriation equivalent to 25 percent of general fund 
office supply expenditures in fiscal 2002 - $19,955 

o Reduced the fiscal 2003 general fund appropriation by 1 percent - $42,777 

o Reduced the fiscal 2003 general fund appropriation by eliminating the one-time-only 
appropriation to the Consensus Council - $37,500 


The overall reduction in HB 2 to the Governor’s Office is $100,232 in general fund money or 2.3 
percent of the original fiscal 2003 general fund appropriation. 


Other Legislation 

The legislature adopted House Bill 10 that reduced the $350,000 statutory allocation of revenue from the 
coal severance tax to the Office of Economic Development by 50 percent. Prior reductions ordered by 
the Governor pursuant to 17-7-140 MCA further reduced spending of the statutory allocation by 
$127,500 for an overall impact to the Office of Economic Development of $302,500. 


Executive Budget Comparison 
The legislature revised the executive budget for the Governor’s Office as follows: 
o Reduced general fund by $37,500 through an amendment that eliminates the one-time-only 
appropriation in fiscal 2003 to the Consensus Council for matching funds for grants. 
o Reduced general fund by an additional $62,732 through the passage of two global amendments 
involving a 1% general fund reduction and 25 percent reduction in supplies. 


The legislature adopted the executive budget reductions involving a 20 percent pay plan reduction of 
$37,354 and a hiring freeze (refer to the overview section for further information). 


Language 
Language was added to allow the department to reallocate among programs the | percent reduction and 
reductions in supplies and equipment. 
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Total Fiscal 2003 Impact to Agency 


The following table summarizes the total impact to the agency as a result of legislative action in the 
special session to alter appropriations, and the Governor's spending reductions ordered under the 
authority of 17-7-140 in June, 2002. 


Governors Office 
Fiscal 2003 Agency Funding Adjustments 


General State Federal Total 


HB 2 & 13 + Adjustments Fund Special Special Funds 


Original HB2-2001 Session $ 4,278,317 $ 310,533 §$ 45,104 $ 4,633,954 
Original HB13-2001 Session 186,770 10,582 1,822 199,174 
Total Fiscal 03 Legislative Appropriation 4,465,087 $ S2It1S 46,926 4,833,128 


HB2 Special Session Action (100,232) - - (100,232) 
Pay Plan Reduction (37,354) - - (37,354) 
Revised Legislative Appropriation 4,327,501 $ 321,115 46,926 $ 4,695,542 


17-7-140 Adjustments (491,329) (491,329) 


Revised Fiscal 2003 3,830,172 > S2 IS 46,926 4,204,213 


Percent Reduction from 2001 Session -14.1% 0.0% 0.0% -13.0% 
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SECRETARY OF STATE 

The Office of the Secretary of State conducts its daily operations through a single program: the 
Business and Government Services Program. The agency receives its entire funding from one enterprise 
fund and was not impacted by the 2002 Special Legislative Session. 
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COMMISSIONER OF POLITICAL PRACTICES 


Summary of Legislative Action 
The legislature made the following adjustments to the fiscal 2003 appropriation: 


Commissioner of Political Practices 
Agency Summary Comparisons 
HB 2, Fiscal 2003 


Regular Special Percent 


Session Session Difference Reduction 
General Fund $ 346,987 $ 340,248 $ (6,739) 


Total $ 346,987 $ 340,248 $ (6,739) 





o Reduced the fiscal 2003 general fund appropriation equivalent to 25 percent of general fund 
office supply expenditures in fiscal 2002 - $3,270 
o Reduced the fiscal 2003 general fund appropriation by 1 percent -$3,469 


The overall reduction in HB 2 to the Commissioner of Political Practices is $6,739 in general fund 
money, or 1.9 percent of the original fiscal 2003 general fund appropriation. 


Other Legislation 


None 


Executive Budget Comparison 


The legislature revised the executive budget for the Commissioner of Political Practices by reducing 
general fund by an additional $6,739 due to the passage of two global amendments involving a | percent 
general fund reduction and 25 percent reduction in supplies. 


The legislature adopted the executive budget reductions involving a 20 percent pay plan decrease of 
$2,486 and a hiring freeze (refer to the overview section for further information). 


Language 
Language was added to allow the department to reallocate among programs the 1 percent reduction and 
the reduction in supplies. 
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Total Fiscal 2003 Impact to Agency 


The following table summarizes the total impact to the agency as a result of legislative action in the 


special session to alter appropriations, and the Governor's spending reductions ordered under the 
authority of 17-7-140 in June, 2002. 


Commissioner of Political Practices 
Fiscal 2003 Agency Funding Adjustments 


General Total 
HB 2 & 13 + Adjustments Fund Funds 


Original HB2-2001 Session $ 346,987 $ 346,987 
Original HB13-2001 Session 12,430 12,430 


Total Fiscal 03 Legislative Appropriation 359,417 §$ 359,417 
HB2 Special Session Action (6,739) (6,739) 
Pay Plan Reduction (2,486) (2,486) 
Revised Legislative Appropriation 350,192 350,192 


17-7-140 Adjustments (16,850) (16,850) 


Revised Fiscal 2003 333,342 333,342 


Percent Reduction from 2001 Session -7.3% -7.3% 








Legislative Fiscal Division 52 Agency Budgets 
Commissioner Of Political Practices Special Session — August 2002 


OFFICE OF THE STATE AUDITOR 


Summary of Legislative Action 
The legislature made the following adjustments to the fiscal 2003 appropriation: 


State Auditors Office 
Agency Summary Comparisons 
HB 2, Fiscal 2003 


Regular Special Percent 
Session Session Difference Reduction 


General Fund $ 336,923 $ 320,609 $ (16,314) -4.8% 
State Special 3,268,329 3,268,329 - 


Total $ 3,605,252 $ 3,588,938 $ (16,314) 





o Reduced the fiscal 2003 general fund appropriation equivalent to 25 percent of general fund 
office supply expenditures in fiscal 2002 - $1,153 

o Reduced the fiscal 2003 general fund appropriation by 1 percent - $3,369 

o Incorporated the Governor’s 17-7-140, MCA spending reductions into HB 2 - $11,792 


The overall HB 2 reduction to the Office of the State Auditor is $16,314 in general fund or 4.8 percent 
of the original fiscal 2003 general fund appropriation. 


Other Legislation 
None 


Executive Budget Comparison 
The legislature revised the executive budget for the Office of the State Auditor as follows: 
o Reduced general fund by $11,792 in order to incorporate into HB 2 prior spending reductions 
ordered by the Governor under 17-7-140 MCA. 
o Reduced general fund by an additional $4,522 through the passage of two global amendments 
involving a 1 percent general fund reduction and 25 percent reduction in supplies. 


Language 
“Item [Securities] includes a reduction in fiscal year 2003 of $11,792 in general fund money and 
represents the reductions ordered by the governor pursuant to 17-7-140.” 


Language was added to allow the office to reallocate among programs the 1 percent reduction and 
reduction in supplies. 
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Office of The State Auditor 


Total Fiscal 2003 Impact to Agency 


The following table summarizes the total impact to the agency as a result of legislative action in the 
special session to alter appropriations, and the Governor's spending reductions ordered under the 
authority of 17-7-140 in June, 2002. 


State Auditors Office 
Fiscal 2003 Agency Funding Adjustments 


General State Total 
HB 2 & 13 + Adjustments Fund Special Funds 


Original HB2-2001 Session $ 336,923 §$ 3,268,329 §$ 3,605,252 
Original HB13-2001 Session - 200,765 200,765 


Total Fiscal 03 Legislative Appropriation $ 336,923 $ 3,469,094 $ 3,806,017 


HB2 Special Session Action (16,314) - (16,314) 
Pay Plan Reduction - 


Revised Legislative Appropriation 320,609 $ 4 460.084 “enya 
17-7-140 Adjustments* 

Revised Fiscal 2003 320,609 $ 3,469,094 3,789,703 

Percent Reduction from 2001 Session -4.8% 0.0% -0.4% 


*17-7-140 reductions of $11,792 were incorporated into HB 2 by the legislature. 
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DEPARTMENT OF TRANSPORTATION 


Summary of Legislative Action 


The Department of Transportation is funded primarily with highways state special revenue and federal 
funds. Legislative action did not result in any reductions to the agency. 


Department of Transportation 
Agency Summary Comparisons 
HB 2, Fiscal 2003 


Regular Special Percent 
Session Session Difference Reduction 


State Special 175,419,319 175,419,319 - 0.0% 
Federal Special 325,781,566 325,781,566 = 


Total $ 501,200,885 $ 501,200,885 $ 





Other Legislation 


None 


Executive Budget Comparison 

The Executive Budget did not contain any HB 2 reductions or additions to the department’s 
appropriations other than a global hiring freeze. Refer to the Overview Section for information on the 
hiring freeze as proposed by the executive and adopted by the legislature. 


In addition, the executive proposed replacing general fund in the Motor Vehicle Division (MVD) in the 
Department of Justice with $8.3 million in highways state special revenue in fiscal 2003. 
Approximately $4.1 million would have been funded from the restricted highway state special revenue 
account and $4.2 million from the non-restricted. To avoid any possibility that the use of the restricted 
funds did not meet the purposes set forth in the Montana constitution, the legislature provided a smaller 
fund switch by funding the division in fiscal 2003 with $1.7 million general fund and $6.6 million in 
non-restricted highway state special revenue. The reduced amount allows all highways state special 
revenue for the MVD to be funded from the non-restricted highways state special revenue account. 
Language was also included in HB 2 in the Department of Justice to insure that the $6.6 million comes 
from the non-restricted highways state special revenue funds. 


Language 
None 
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Total Fiscal 2003 Impact to Agency 


The following table summarizes the total impact to the agency as a result of legislative action in the 
special session to alter appropriations, and the Governor's spending reductions ordered under the 
authority of 17-7-140 in June, 2002. 


Department of Transportation 
Fiscal 2003 Agency Funding Adjustments 


State Federal Total 
HB 2 & 13 + Adjustments Special Special Funds 


Original HB2-2001 Session $ 175,419,319 $ 325,781,566 $ 501,200,885 
Original HB13-2001 Session 4,152,825 2,227,064 6,379,889 


Total Fiscal 03 Legislative Appropriation $ 179,572,144 $ 328,008,630 $ 507,580,774 


HB2 Special Session Action = “s £ 
Pay Plan Reduction = 


Revised Legislative Appropriation 179,572,144 $ 328,008,630 $ 507,580,774 


17-7-140 Adjustments 


Revised Fiscal 2003 $ 179,572,144 $ 328,008,630 $ 507,580,774 


Percent Reduction from 2001 Session 0.0% 0.0% 0.0% 
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DEPARTMENT OF REVENUE 


Summary of Legislative Action 


Legislative action results in an increase of $288,875 general fund in fiscal 2003 and is comprised of the 
following adjustments: 


Department of Revenue 
Agency Summary Comparisons 
HB 2, Fiscal 2003 


Regular Special Percent 
Session Session Difference Reduction 


General Fund S$) 27.9638.282" 1S" "28-252 4157 S$ 288,875 1.0% 
State Special 463,285 463,285 - 0.0% 


Federal Special 2,367,397 2,367,397 - 0.0% 
Other Funds 1,932,260 1,932,260 - 


Total 32,726,224 $ 33,015,099 $ 288,875 





o Reduced the fiscal 2003 general fund appropriation equivalent to 25 percent of general 
fund office supply expenditures in fiscal year 2002 - $40,585 

o Reduced the fiscal 2003 general fund equipment appropriation by 2/3 - $2,200 

Reduced the fiscal 2003 general fund appropriation by 1 percent - $276,423 

o Increased the fiscal 2003 general fund appropriation to fund 13.3 FTE compliance staff 
and eliminate vacancy savings associated with 6.0 existing compliance positions, and 
reverse the 1 percent across the board and pay plan reductions to the Compliance, 
Valuation and Resolution program - $928,784 

o Eliminated the fiscal 2003 general fund appropriation to implement SB 512 from the 
2001 legislative session, which was contingent upon that bill’s passage and approval. SB 
512 did not pass in the 2001 legislative session - $320,701. 


O 


Other Legislation 

SB 15 temporarily reduces the impact on the general fund of the tax credit for contributions to a 
qualified endowment. Tax credits are temporarily increased on charitable gifts made on or after July 1, 
2003 to offset the temporary decreases. The fiscal note projects increased revenue of $1.8 million in 
fiscal 2003. The change is projected to have minimal administrative impacts on the Department of 
Revenue. 


Executive Budget Comparison 

The legislature revised the Executive Budget for the Department of Revenue by increasing general fund 
by $928,784 to eliminate a portion of vacancy savings and across the board reductions, and add 
additional FTE. In addition, the legislature reduced the Executive Budget by $319,208 general fund due 
to the passage of global amendments involving a 1 percent general fund reduction, a 2/3 equipment 
reduction, and a 25 percent reduction in supplies. 


The legislature adopted the Executive Budget reductions involving a 20 percent pay plan decrease of 
$287,790 and a hiring freeze (refer to the Overview section for further information). 
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Language 
Language was added to allow the department to reallocate among programs the 1 percent reduction and 
reductions in supplies and equipment. 


“Ttems [Director’s Office, Customer Service and Information Practices, and Compliance Valuation and 
Resolution] include increases totaling $813,784 in general fund money in fiscal year 2003 to fund 13.3 
FTE compliance staff and to eliminate vacancy savings associated with 6 FTE existing compliance 
positions. 


Total Fiscal 2003 Impact to Agency 


The following table summarizes the total impact to the agency as a result of legislative action in the 
special session to alter appropriations, and the Governor's spending reductions ordered under the 
authority of 17-7-140 in June, 2002. 


Department of Revenue 
Fiscal 2003 Agency Funding Adjustments 


General State Federal Other Total 
HB 2 & 13 + Adjustments Fund Special Special Funds Funds 
Original HB2-2001 Session 27,963,282 463,285 $ 2,367,397 1,932,260 $ 32,726,224 


Original HB 13-2001 Session 1,438,951 24,590 120,206 9551352 1,678,879 
Total Fiscal 03 Legislative Appropriation 29,402,233 487,875 2,487,603 2,027,392 $ 34,405,103 


HB2 Special Session Action 288,875 - - - 288,875 
Pay Plan Reduction (287,790) - - - (287,790) 
Revised Legislative Appropriation 29,403,318 $ 487,875 §$ 2,487,603 2,027,392 $ 34,406,188 


17-7-140 Adjustments (757,688) (757,688) 


Revised Fiscal 2003 28,645,630 $ 487,875 $ 2,487,603 2,027,392 $ 33,648,500 — 


7 Percent Reduction from 2001 Session -2.6% 0.0% 0.0% 0.0% -2.2% 
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DEPARTMENT OF ADMINISTRATION 


Summary of Legislative Action 


Legislative action results in a decrease of $58,521 general fund and $190,000 proprietary funds in fiscal 
2003. The legislature made the following adjustments to the fiscal 2003 appropriations: 


Department of Administration 
Agency Summary Comparisons 
HB 2, Fiscal 2003 


Regular Special Percent 
Session Session Difference Reduction 


General Fund $ 4,268,182 §$ 4,209,661 $ (58,521) -1.4% 


0.0% 
0.0% 


State Special 2,745,707 2,745,707 
Federal Special 62,451 62,451 - 
Other Funds 9,878,609 9,688,609 (190,000) 


Total 16,954,949 $ 16,706,428 $ (248,521) 





o Reduced the fiscal 2003 general fund appropriation equivalent to 25 percent of general fund 
office supply expenditures in fiscal 2002 - $11,794 

o Reduced the fiscal 2003 general fund equipment appropriation by 2/3 - $4,049 

Reduced the fiscal 2003 general fund appropriation by 1 percent - $42,678 

o Reduced the fiscal 2003 proprietary operating budget appropriation for the Montana State 
Lottery - $190,000. Because any excess funds are deposited to the general fund, this action will 
result in increased general fund revenue. 


O 


Other Legislation 

HB 16 requires agencies to certify to the Department of Administration that they have billed appropriate 
non-state entities prior to requesting general fund loans. The bill is expected to save $856,000 in general 
fund interest. No administrative impacts on the department are anticipated. 


Executive Budget Comparison 

The legislature revised the Executive Budget for the Department of Administration by reducing general 
fund by an additional $58,521 due to the passage of global amendments involving a 1 percent general 
fund reduction, a 2/3 equipment reduction and 25 percent reduction in supplies. 


The legislature adopted the Executive Budget reductions involving a 20 percent pay plan decrease of 
$41,711 and a hiring freeze (refer to the Overview section for further information). 
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Language 
Language was approved to allow the department to reallocate the 1 percent reduction and reductions in 
supplies and equipment. 


Total Fiscal 2003 Impact to Agency 


The following table summarizes the total impact to the agency as a result of legislative action in the 
special session to alter appropriations, and the Governor's spending reductions ordered under the 
authority of 17-7-140 in June, 2002. 


Department of Administration 
Fiscal 2003 Agency Funding Adjustments 


General State Federal Other Total 
HB 2 & 13 + Adjustments Fund Special Special Funds Funds 


Original HB2-2001 Session 4,268,182 §$ 2,745,707 62,451 $ 9,878,609 $ 16,954,949 
Original HB13-2001 Session 372,788 


Total Fiscal 03 Legislative Appropriation $ 4,476,739 $ 2,848,663 $ 9,936,942 $ 17,327,737 
HB2 Special Session Action (58,521) (190,000) (248,521) 
Pay Plan Reduction (41,711) (41,711) 
Revised Legislative Appropriation 4,376,507 $ 2,848,663 9,746,942 $ 17,037,505 


17-7-140 Adjustments * (293,252) 266,117 (27,135) 


Revised Fiscal 2003 4,083,255 $ 3,114,780 $ 9,746,942 $ 17,010,370 


Percent Reduction from 2001 Session -8.8% 9.3% ? -1.9% -1.8% 


*Does not include a reduction of $136,412 in bonding projects 
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APPELLATE DEFENDER COMMISSION 


Summary of Legislative Action 
Legislative action results in a decrease of $2,326 general fund in fiscal 2003. 


Appelate Defender 
Agency Summary Comparisons 
HB 2, Fiscal 2003 


Regular Special Percent 
Session Session Difference Reduction 


General Fund $ 178,901 §$ LIG:515 S$ (2,326) 


Total $ 178,901 $ 176,575 $ (2,326) 





The legislature made the following adjustments to the fiscal 2003 appropriations: 
o Reduced the fiscal 2003 general fund appropriation equivalent to 25 percent of general fund 
office supply expenditures in fiscal 2002 - $537 
o Reduced the fiscal 2003 general fund appropriation by 1 percent - $1,789 


Other Legislation 


None 


Executive Budget Comparison 


The legislature revised the Executive Budget for the Appellate Defender Commission by reducing 
general fund an additional $2,326 due to the passage of global amendments involving a 1 percent 
general fund reduction and a 25 percent reduction in supplies. 


The legislature adopted the Executive Budget reductions involving a 20 percent pay plan decrease of 
$1,796 and a hiring freeze (refer to the Overview section for further information). 


Language 
Language was approved to allow the commission to reallocate the 1 percent reduction and reduction in 
supplies. 
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Total Fiscal 2003 Impact to Agency 

The following table summarizes the total impact to the agency as a result of legislative action in the 
special session to alter appropriations, and the Governor's spending reductions ordered under the 
authority of 17-7-140 in June, 2002. 


Appelate Defender 
Fiscal 2003 Agency Funding Adjustments 


General Total 


HB 2 & 13 + Adjustments Fund Funds 


Original HB2-2001 Session $ 178,901 $ 178,901 
Original HB13-2001 Session 8,981 8,981 


Total Fiscal 03 Legislative Appropriation 187,882 $ 187,882 
HB2 Special Session Action (2,326) (2,326) 
Pay Plan Reduction (1,796) (1,796) 
Revised Legislative Appropriation 183,760 $ 183,760 


17-7-140 Adjustments (6,576) (6,576) 


Revised Fiscal 2003 177,184 §$ 177,184 


Percent Reduction from 2001 Session -5.7% -5.7% 
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DEPARTMENT OF PUBLIC HEALTH AND HUMAN SERVICES 


Summary of Legislative Action 


The legislature approved reductions totaling $4.7 general fund ($1.6 million total funds)* in HB 2. This 
decrease totals 1.7 percent of the fiscal 2003 HB 2 general fund appropriation level in HB 2 approved by 
the 2001 regular session of the legislature. 


Department Public Health & Human Services 
Agency Summary Comparisons 
HB 2, Fiscal 2003 


Regular Special Percent 
Session Session Difference Reduction 


General Fund $ 273,103,341 $ 268,420,277 $ (4,683,064) -1.7% 
State Special 31,562,758 35,136,693 35973,939) 11.3% 
Federal Special 733,544,386 735,821,086 2,276,700 


Total $ 1,038,210,485 $ 1,039,378,056 $ 1,167,571 





Including reductions to pay plan appropriations and the hiring freeze, the total general fund decrease in 
fiscal 2003 is estimated to be $5.5 million. Special session action (listed in the table on page B-2) 
included: 

o A funding switch of $1,965,199 that reduced general fund support for Vocational Rehabilitation 
Services and increased state special revenue by a like amount from the Employment Security 
Account administered by the Department of Labor and Industry 

o A reduction of $1,450,000 in general fund support, the equivalent of 0.53 percent of the fiscal 
2003 appropriation 

o A funding switch that reduced $1 million general fund for state Medicaid match for mental 
health expenditures, replaced by a like amount of state special revenue alcohol tax 

o An increase of $350,000 state special revenue for lowering the Medicaid copayment amounts, 

_ contingent on passage and approval of SB 26 

o An increase of $258,736 state special revenue for mental health day treatment for children, also 
contingent on passage and approval of SB 26 

o A reduction of $257,261 general fund, equivalent to 66.7 percent of the fiscal 2003 
appropriations for equipment 

o A reduction of $107,795 general fund for office supplies 

o An increase of $97,191 general fund to maintain expansion of home and community based 
services for seniors and physically disabled persons eligible for Medicaid 

o An increase of 5.0 FTE for lowering general fund spending by recouping additional federal 
funds, with funding for the new FTE supported from existing appropriations 


* In addition to the fiscal 2003 change summarized in the agency summary comparisons the legislature approved a reduction 
of $2.8 million federal funds in a fiscal 2002 biennium appropriation. Including this item the reduction in total funds is $1.6 
million. 
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The legislature also approved: 
o An addition of $2.4 million in federal Temporary Assistance for Needy Families (TANF) block 
grant funds received as a performance bonus 
o A reduction of $2.8 million in federal TANF funds to be used for low-income housing revolving 
loan fund (a fiscal 2002, biennial appropriation) 


In some instances the legislature reduced only general fund. Few programs administered by DPHHS are 
funded exclusively with general fund, with one of the main exceptions being the state institutions for the 
developmentally disabled. So, as a general rule, a reduction in general fund will result in the loss of 
federal matching funds. 


Department of Public Health and Human Services 
August 2002, Special Session 
Summary of Legislative Action, House Bill 2 


Fiscal 2003 
Division/Item General Fund SSR Federal Total Funds 


Beginning Balance (2001 Regular Session HB2) $273,103,341 $31,562,758 $733,544,386  $1,038,210,485 
Global Supplies Reduction (107,795) (107,795) 
Disability Services - Employment Security Account (1,965,199) 1,965,199 0 0 
TANF Performance Bonus 0 0 2,276,700 2,276,700 
2/3 Equipment Reduction (257,261) 0 0 (257,261) 
Alcohol Tax Funding Switch (1,000,000) 1,000,000 0 0 
Maintain Community Services - Sr. Long-Term Care 97,191 0 0 97,191 
General Fund Reduction (1,450,000) 0 0 (1,450,000) 
Fund Medicaid Copayment 0 350,000 0 350,000 
Maintain Mental Health Day Treatment - Children 0 258,736 0 258,736 
Implement SB 6 Reduction in FAIM Housing 0 0 (2,764,561) (2,764,561) 
Total Legislative Action, House Bill 2 ($4,683,064) $3,573,935 ($487,861) ($1,596,990) 
Ending Appropriation Level, House Bill 2 $268,420,277 $35,136,693 $733,056,525 $1,036,613,495 
House Bill 3, Pay Plan Reduction (820,707) 0 0 (820,707) 
Total Reductions, August 2002 Special Session ($5503,771) ~$350235,935 ($487,861) ($2,417,697) | 


Disability Services Division - Employer Security Account 


The legislature approved a transfer of almost $2 million state special revenue from the Employment 
Security Account in the Department of Labor and Industry to the Disability Services Division (DSD) in 
DPHHS and offset HB 2 general fund appropriations of a like amount. DSD staff indicated that this 
state special revenue will be used to replaced general fund supporting Extended Employment and 
Vocational Rehabilitation, Section 110, services. Extended employment services are supported 100 
percent by general fund and this transfer replaces all general fund support for that program with state 
special revenue. The Vocational Rehabilitation, Section 110 program is funded by a combination of 
general fund and federal funds (19 percent general fund, 81 percent federal funds). 
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A portion of the general fund supporting this program was replaced by state special revenue. The 
Vocational Rehabilitation, Section 110 program requires that the funds used as match for federal funds 
are unrestricted in use. According to Department of Labor and Industry staff there are no statutory or 
administrative rule provisions specifying or restricting how Employment Security Account funds are 
used. 


Alcohol Tax Funding Switch 


DPHHS is allocated a portion of liquor license, beer and wine taxes in a state special revenue account. 
The funds must be used for the treatment, rehabilitation and prevention of chemical dependency. After 
legislative appropriations from the account, section 53-24-108, MCA statutorily appropriates the balance 
of the funds to state approved chemical dependency programs, which during the 2003 biennium must be 
at least $1 million. SB 1 passed by the August 2002 Special Session amended section 53-24-108, MCA 
to remove the $1 million limitation and to allow alcohol state special revenue to be used as state match 
for Medicaid benefits. The legislature reduced general fund by $1 million in HB 2 and increased state 
special revenue by that amount in order to affect SB 1. 


The legislature also amended SB 1 to require the department to distribute at least $1 million to state 
approved chemical dependency programs during fiscal 2003, with at least $730,000 of funds distributed 
to counties in the same manner for the same uses as if the funds were from alcohol taxes. Prior to the 
legislative changes, the executive proposal would have offset the reduction to county program funding 
through excess federal block grant funds and Medicaid expansion. However, these sources of funds are 
not as flexible as alcohol tax funds and cannot be used to match federal grants in the way that one 
program uses alcohol tax funds. 


The department will use a combination of funds to achieve the $1 million distribution, including alcohol 
tax funds, funds received through a Medicaid access fee or intergovernmental transfer, and federal 
alcohol block grant. The department will free up alcohol tax for this purpose by using excess federal 
block grant funds to support the Montana Chemical Dependency Center. 


Other Legislation 


o Senate Bill 1 temporarily allows the use of state special revenue alcohol tax funds statutorily 
appropriated to county chemical dependency programs to be used as state matching funds for 
Medicaid services in addition to chemical dependency and alcoholism. This bill was 
implemented in HB 2 by a $1 million general fund reduction and a $1 million increase in alcohol 
tax funds to be used as Medicaid match for mental health services. 

o Senate Bill 6 revised the allocation of TANF funds available to the Board of Housing for the 
Low-Income Revolving Loan Account from $3.4 million to $700,000. 

o Senate Bill 26 transferred an estimated $657,714 in excess cash from the interim universal access 
account established in section 69-3-861, MCA partly to the general fund ($67,577), with the 
balance to a state special revenue account for DPHHS, which was appropriated for mental health 
day treatment for children and Medicaid copayments in HB 2. 

o Senate Bill 27 allowed $56,995 of state special revenue funds for the Montana 
Telecommunications Access Program to be transferred to the general fund to be used for the 
Montana School for the Deaf and Blind. 
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Executive Budget Comparison 
In addition to the actions requested by the executive the legislature made several other changes. These 
actions are also listed in the summary of legislative action. Changes made by the legislature to the 
executive request include: 
o A reduction of $2.8 million in federal TANF funds to be used for low-income eat: revolving 
loan fund 
o An addition of $2.3 million in federal TANF block grant funds received as a performance bonus 
o A reduction of $1,450,000 in general fund support, the equivalent of 0.53 percent of the fiscal 
2003 appropriation 
o An increase of $350,000 state special revenue for lowering the Medicaid copayment amount, 
contingent on passage and approval of SB 26 
o An increase of $258,736 state special revenue for mental health day treatment for children, also 
contingent on passage and approval of SB 26 
o A reduction of $257,261 general fund, equivalent to 66.7 percent of the fiscal 2003 
appropriations for equipment 
o A reduction of $107,795 general fund for office supplies 
o An increase of $91,191 general fund to maintain expansion of home and community based 
services for seniors and physically disabled persons eligible for Medicaid 
o An increase of 5.0 FTE for “refinancing” general fund spending by recouping additional federal 
funds, with funding for the new FTE supported from existing appropriations 


Language 

“Funds appropriated for personal services or indicated in legislative intent as having been appropriated 
for personal services may not be expended under any category except for contract services (expenditure 
account 62102) for the early return to work program. Any transfer of funds from personal services to 
contract services is to be used to directly substitute for use of personal services. Any transfer for either 
contract services or for the early return to work program must be reported in writing to the legislative 
finance committee. The provisions of this section do not apply to the Montana University System or to 
the Disability Services Division in the Department of Public Health and Human services for the 
purposes of adjusting the disabled population between institution and residential settings.” 


“The Office of Budget and Program Planning may proportionally reduce the funding in times la through 
1k, items 1m through It, and item |v if any of the following conditions exist: 
20) the department certifies to the Office of Budget and Program Planning that the balance of 
unexpended TANF funds on June 30, 2001 is less than $30 million; 
21) actual or projected cash assistance expenditures are greater than $24,067,328 in fiscal year 2002 
or $23,763,854 in fiscal year 2003; 
22)the amount of the TANF grant funds awarded to Montana by Congress is reduced below the 
level anticipated by the legislature; or 
23) the department certifies to the Office of Budget and Program Planning that the reduction is 
necessary in order to maintain public assistance programs that were supported by federal TANF 
and state TANF maintenance of effort funds in fiscal year 2001.” 


“Funds in item [TANF Performance Bonus] may be used only to provide TANF WoRC contracts and 
Supportive services and child-care services.” 
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“Item [Director’s Office] includes funding for 5 FTE above the level funded by the 2001 legislature for 
the purpose of establishing a department wide refinancing unit. The cost of the FTE and any supporting 
contracting efforts must be supported from anticipated savings from the refinancing of social worker 
case management services and maximizing of federal funding in the child and family services division. 
The department shall report on the progress of its refinancing efforts periodically to the Office of Budget 
and Program Planning, Legislative Finance Committee, and the 2003 legislature.” 


“Tt is the intent of the legislature that up to $3 million of funds that the department receives because of 
refinancing general fund costs with federal special revenue be used to offset the across-the-board general 
fund reductions included in item [Operations and Technology Division].” 


“Item [Operations and Technology Division] includes a reduction in fiscal year 2003 of $107,795 in 
general fund money and represents the equivalent of 25 percent of office supplies expenditures funded 
with general fund money in fiscal year 2002. The department may reallocate this reduction in funding 
among programs when developing fiscal year 2003 operating plans.” 


“Ttem [Operations and Technology Division] includes a reduction of $257,261 in fiscal year 2003 of 
general fund money. This reduction is the equivalent of a 66.67 percent reduction in the fiscal year 2003 
budget for equipment expenses. The agency may reallocate this reduction in funding among programs 
in its fiscal year 2003 operating plans.” 


“Ttem [Operations and Technology Division] includes a reduction of $1.45 million of general fund 
money in fiscal year 2003. This reduction is the equivalent of a 0.53 percent reduction in the fiscal year 
2003 general fund appropriation for the agency. The agency may reallocate this reduction in funding 
among programs in its fiscal year 2003 operating plans.” 


“Item [Disability Services Division] includes a $1,965,199 general fund decrease in fiscal year 2003 for 
the Disability Services Division replaced by a like amount of Employment Security Account state 
special revenue funds administered by the Department of Labor and Industry.” 


“Pursuant to 17-7-140, item [Maintain Community Services for Elderly and Physically Disabled] is 
exempt from spending reductions because of a projected general fund budget deficit.” 


“Ttem [Addictive and Mental Disorders Division] must be increased by $1 million in general fund 
money and must be reduced by $1 million in state special revenue in fiscal year 2003 unless Senate Bill 
No. 1, August 2002 Special Session, is passed and approved in a form that: (1) maintains at least a $1 
million distribution to state-approved chemical dependency programs to provide treatment, 
rehabilitation, and prevention of chemical dependency pursuant to 53-24-208; and (2) requires the 
department to distribute in the same proportion as provided in 53-24-206(3)(b) at least $730,000 of the 
$1 million in funds referenced in item 1 to the state-approved chemical dependency programs.” 


“Ttems [Maintain Mental Health Treatment for Children and Maintain Medicaid Copayments] are 
contingent upon passage and approval of Senate Bill No. 26.” 
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Total Fiscal 2003 Impact to Agency 


The following table summarizes the total impact to the agency as a result of legislative action in the 
special session to alter appropriations, and the Governor's spending reductions ordered under the 
authority of 17-7-140, MCA in June, 2002. In addition to these reductions DPHHS has also 
implemented spending reductions to mitigate the level of supplemental appropriation needed by the 
department. See Appendix B for a discussion of the cumulative impact of appropriation and spending 
reductions. 


Department Public Health & Human Services 
Fiscal 2003 Agency Funding Adjustments 


General State Federal Total 
HB 2 & 13 + Adjustments Fund Special Special Funds 


Original HB2-2001 Session $ 273,103,341 $ 31,562,758 $ 733,544,386 $ 1,038,210,485 
Original HB13-2001 Session 4,103,534 759,648 2,665,649 7,528,831 


Total Fiscal 03 Legislative Appropriation $ 277,206,875 $ 32,322,406 $ 736,210,035 $ 1,045,739,316 
HB2 Special Session Action (4,683,064) 3,573,935 2,276,700 1,167,571 
Pay Plan Reduction (820,707) = - (820,707) 
Revised Legislative Appropriation 271,703,104 35,896,341 738,486,735 $ 1,046,086,180 


17-7-140 Adjustments (9,601,759) (13,505,886) (23,107,645) 


Revised Fiscal 2003 262,101,345 35,896,341 724,980,849 $ 1,022,978,535 


Percent Reduction from 2001 Session -5.4% 11.1% -1.5% -2.2% 





Special session actions included in HB 2 and HB 13 reduced general fund appropriations for DPHHS by 
$5.5 million and the hiring freeze specified in HB 12 is expected to result in general fund savings of 
$0.3 million. Appropriation and service reductions implemented by the executive branch in compliance 
with section 17-7-140, MCA and to avoid a supplemental appropriation total $20.4 million general fund. 
The total general fund reduction to DPHHS due to appropriation and service reductions is $26.1 million. 
The estimated reduction in matching funds that will not be spent is $43.4 million, for total appropriation 
and service reductions of $69.5 million (all funds) in DPHHS for the 2003 biennium. 
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DEPARTMENT OF FISH, WILDLIFE, AND PARKS 


Summary of Legislative Action 
The legislature made the following adjustments to the fiscal 2003 appropriation: 


Department of Fish, Wildlife & Parks 
Agency Summary Comparisons 
HB 2, Fiscal 2003 


Regular Special Percent 
Session Session Difference Reduction 


General Fund = $ 281,817 $ 277,491 (4,326) -1.5% 


State Special 35,366,484 35,366,484 0.0% 


Federal Special 14,920,060 14,920,060 


Total $ 50,568,361 50,564,035 (4,326) 





o Reduced the fiscal 2003 general fund appropriation by 25 percent of fiscal 2002 office supply 
expenditures - $1,509 
o Reduced the fiscal 2003 general fund appropriation by 1 percent - $2,817 


All reductions, totaling $4,326, were made to the Parks Division with the allowance that the department 
could reallocate these reductions among programs when developing fiscal year 2003 operating plans. 


Other Legislation 
HB 9 reduced the general fund shortfall through a number of funding transfers and revenue re- 
allocations. Although they are not reflected in the above table, HB 9 had the following impact to the 
department: 
o Reduced a capital improvement grant given to the Department of Fish, Wildlife, and Parks by 
$150,000 
o Revised 15-38-202 (2)(v) MCA to reduce the RIT interest allocation for future fisheries projects 
by $150,000. As approved, FWP has an RIT interest allocation of $350,000 rather than 
$500,000 in fiscal 2003 to complete Bull and Cutthroat trout enhancement projects as part of its 
Future Fisheries program. 


For a more complete discussion of the impacts of HB 9, see the RIT discussion in the section on the 
Department of Natural Resources and Conservation. 


HB 10 redirected a portion of the coal severance taxes currently allocated to the parks coal tax trust 
account to the general fund in fiscal 2003. In fiscal 2003, the estimated impact to the department is a 
loss of $14,300 of interest earnings from the trust. 
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Executive Budget Comparison 

The executive budget proposed a funding switch that would have replaced most of the general fund 
appropriation in the Parks Division with state special revenue by using lodging facility use tax dollars 
from the Department of Commerce. The legislature did not approve this funding switch. 


Language 
Language was added to HB 2 to reflect the general fund reductions for supplies and total general fund 
budget. This language permits the department to allocate the reductions among applicable programs. 


Total Fiscal 2003 Impact to Agency 


The following table summarizes the total impact to the agency as a result of legislative action in the 
special session to alter appropriations, and the Governor's spending reductions ordered under the 
authority of 17-7-140 in June, 2002. 


Department of Fish, Wildlife & Parks 
Fiscal 2003 Agency Funding Adjustments 


General State Federal Total 
HB 2 & 13 + Adjustments Fund Special Special Funds 
Original HB2-2001 Session $ 281,817 $ 35,366,484 $ 14,920,060 $ 50,568,361 
Original HB13-2001 Session = 1,296,832 467,009 1,763,841 
Total Fiscal 03 Legislative Appropriation $ 281,817 $ 36,663,316 $ 15,387,069 $ 52,332,202 


HB2 Special Session Action (4,326) - - (4,326) 
Pay Plan Reduction - - 


Revised Legislative Appropriation 277,491 $ 36,663,316 15,387,069 52,327,876 


17-7-140 Adjustments (24,304) (24,304) 
Revised Fiscal 2003 253,187 $ 36,663,316 15,387,069 $2,303,572 


Percent Reduction from 2001 Session -10.2% 0.0% 0.0% -0.1% 
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DEPARTMENT OF ENVIRONMENTAL QUALITY 


Summary of Legislative Action 
The legislature made the following adjustments to the fiscal 2003 appropriation: 


O 
O 


Department of Environmental Quality 
Agency Summary Comparisons 
HB 2, Fiscal 2003 


Regular Special Percent 
Session Session Difference Reduction 


General Fund $ 3,914,857 $ 3,856,289 $ (58,568) -1.5% 


State Special 14,005,296 14,005,296 0.0% 


Federal Special 21,062,008 21,062,008 


Total $07 38,982,161) 7573 8,923'593 (58,568) 





Reduced the fiscal 2003 general fund appropriation by 25 percent of fiscal 2002 office supply 
expenditures - $6,146 | 

Reduced the fiscal 2003 general fund appropriation by 1 percent - $39,144 

Reduced the fiscal 2003 general fund equipment appropriation by 2/3 - $13,278 


All reductions, totaling $58,568, were made to the Planning, Prevention, and Assistance Program 
(Program 20) with the allowance that the department could reallocate these reductions among programs 
when developing fiscal 2003 operating plans. 


Other Legislation 
HB 9 reduced the general fund shortfall through a number of funding transfers and revenue re- 
allocations. Although not reflected in the above table, HB 9 had the following impacts to the 


department: 
o Eliminated a grant to complete the Gregory Mine reclamation project. The Gregory Mine is an 


abandoned hard rock mine. Although the legislature eliminated the $300,000 reclamation and 
development grant, funding to complete this project has been secured from the Office of Surface 
Mining, U.S. Department of Interior. Therefore, this mine will be reclaimed despite the 
elimination of the HB7 grant. 

Transferred $1.0 million from the fund balance in the orphan share fund into the general fund. 
Despite the transfer, all existing orphan share projects are funded for fiscal 2003. 


For an additional discussion of HB 9 impacts, see the RIT discussion in the Department of Natural 
Resources and Conservation. 
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Executive Budget Comparison 


Items presented in the executive budget are addressed under the “other legislation” section. The 
executive had not recommended the global supplies, equipment and total general fund reductions 
applied to the agency. 


Language 
Language was added to HB 2 to reflect the general fund reductions for supplies, equipment, and total 


general fund budget. This language permits the department to allocate the reductions among applicable 
programs. 


Total Fiscal 2003 Impact to Agency 


The following table summarizes the total impact to the agency as a result of legislative action in the 
special session to alter appropriations, and the Governor's spending reductions ordered under the 
authority of 17-7-140 in June, 2002. 


Department of Environmental Quality 
Fiscal 2003 Agency Funding Adjustments 


General State Federal Total 
HB 2 & 13 + Adjustments Fund Special Special Funds 


Original HB2-2001 Session $ 3,914,857 $ 14,005,296 $ 21,062,008 $ 38,982,161 
Original HB13-2001 Session 155,940 478,610 462,355 1,096,905 


Total Fiscal 03 Legislative Appropriation  $ 4,070,797 $ 14,483,906 $ 21,524,363 $ 40,079,066 
HB2 Special Session Action (58,568) - . (58,568) 
Pay Plan Reduction (31,188) - - (31,188) 
Revised Legislative Appropriation 3,981,041 $ 14,483,906 21,524,363 39,989,310 


17-7-140 Adjustments (252,691) (252,691) 


Revised Fiscal 2003 3,728,350 $ 14,483,906 21,524,363 39,736,619 


Percent Reduction from 2001 Session -8.4% 0.0% 0.0% -0.9% 








Legislative Fiscal Division We Agency Budgets 
Department of Environmental Quality Special Session — August 2002 


DEPARTMENT OF LIVESTOCK 


Summary of Legislative Action 


The legislature made the following adjustments (total reduction of $6,930 general fund) to the 
department’s fiscal 2003 appropriations: 


Department of Livestock 
Agency Summary Comparisons 
HB 2, Fiscal 2003 


Regular Special Percent 
Session Session Difference Reduction 


General Fund §$ 609,048 602,118 (6,930) -1.1% 


State Special 6,869,978 6,869,978 0.0% 


Federal Special 1,365,633 1,365,633 


Total 8,844,659 $ 8,837,729 $§$ (6,930) 





o Reduced the fiscal 2003 general fund appropriation by 1 percent - $6,089 
o Reduced the fiscal 2003 general fund appropriation by an amount equal to 25 percent of general 
fund office supplies expenditures - $841 


Other Legislation 


No other legislation specifically affecting the Department of Livestock was passed during the special 
session. 


Executive Budget Comparison 


The executive budget proposal did not include any reductions to the Department of Livestock. 
Therefore, the legislative actions summarized above are changes to the executive proposal. 


Language 

“Ttem [Centralized Services Division] includes a reduction in fiscal year 2003 of $841 in general fund 
money and represents the equivalent of 25% of office supplies expenditures funded with general fund 
money in fiscal year 2002. The department may reallocate this reduction in funding among programs 
when developing fiscal year 2003 operating plans.” 


“Item [Diagnostic Laboratory] includes a reduction of $6,089 in fiscal year 2003 of general fund money. 
This reduction is the equivalent of a 1% reduction in the fiscal year 2003 budget for the agency. The 
agency may reallocate this reduction in funding among programs in its fiscal year 2003 operating plans.” 
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Total Fiscal 2003 Impact to Agency 

The following table summarizes the total impact to the agency as a result of legislative action in the 
special session to alter appropriations, and the Governor's spending reductions ordered under the 
authority of 17-7-140 in June, 2002. 


Department of Livestock 
Fiscal 2003 Agency Funding Adjustments 


General State Federal Total 


HB 2 & 13 + Adjustments Fund Special Special Funds 


Original HB2-2001 Session $ 609,048 $ 6,869,978 $ 1,365,633 $ 8,844,659 
Original HB13-2001 Session S02 7M 317,668 46,646 394,585 


Total Fiscal 03 Legislative Appropriation $ 639,319 $ 7,187,646 1,412,279 $ 9,239,244 
HB2 Special Session Action (6,930) - - (6,930) 
Pay Plan Reduction (6,054) - - (6,054) 
Revised Legislative Appropriation 626,335 $ 7,187,646 1,412,279 9,226,260 


17-7-140 Adjustments (39,180) (39,180) 


Revised Fiscal 2003 RY 0/ Ben 7,187,646 1412279) $ 9,187,080 


Percent Reduction from 2001 Session -8.2% 0.0% 0.0% -0.6% 
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DEPARTMENT OF NATURAL RESOURCES AND CONSERVATION 


Summary of Legislative Action 


The legislature made the following adjustments, totaling $1.4 million general fund, to the fiscal 2003 
appropriation: 


Department Nat Resource/Conservation 
Agency Summary Comparisons 
HB 2, Fiscal 2003 


Regular Special Percent 
Session Session Difference Reduction 


General Fund $ 16,480,318 $ 15,038,377 $ (1,441,941) -8.7% 
State Special 15,991,645 16,941,645 950,000 5.9% 
Federal Special 2,051,618 2,051,618 - 


Total $ 34,523,581 34,031,640 §$ (491,941) 





o Reduced the fiscal 2003 general fund appropriation by 25% of fiscal year 2002 office supply 
expenditures - $28,167 

o Reduced the fiscal 2003 general fund appropriation by 1 percent - $152,934 

o Reduced the fiscal 2003 general fund equipment appropriation by 2/3 - $260,840 

o Reduced fiscal 2003 general fund authority and increased state special revenue authority from 
excess Resource Indemnity Trust (RIT) trust fund balance transferred to DNRC through HB 9 - 
$1.0 million. 

o Reduced fiscal 2003 state special revenue authority from the shared coal tax distribution - 
$50,000 


Reductions for office supplies, equipment, and total general fund were taken in the Centralized Services 
division with the allowance that the department could reallocate these reductions among programs when 
developing fiscal 2003 operating plans. 


Other Legislation 

The legislature changed the way the RIT related accounts are funded and how trust interest is allocated. 
Generally: 1) certain proceeds were diverted to the general fund; 2) fund balances replaced general fund 
in DNRC; and 3) grants and some interest allocations were adjusted to “replenish” the reclamation and 
development account. In addition, the legislature appropriated excess RIT fund balance. These changes 
were done through HB 9 and HB 10. Figure 1 illustrates the effects of HB 9 and HB10 on the RIT and 
related funds 
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Figure 1 
Effects of HB2, HB9, HB10 on RIT and Related Funds 
August 2002 Special Session 
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HB 9 made the following changes to the RIT and related funding 


O 


Oe i oO 


O 


Transferred funds from the RIT trust to the reclamation and development grants account - $1.0 
million 

Reduced a grant to DNRC for soil cleanup at Reliance refinery - $466,752 

Eliminated a grant to DEQ for the Gregory mine reclamation project - $300,000 

Reduced a capital improvement grant to FWP for Future Fisheries projects - $150,000 

Changed RIT interest distribution percentages 

Immediately transferred $1,000 from the orphan share account into the general fund with an 
additional $999,000 being transferred on June 29, 2003 if sufficient funds remain in the fund 
Transferred $300,000 from the RIT trust for the purpose of weed eradication 


HB 10 made the following changes to the RIT and related funding 


O 


Diverted the applicable portion of oil and gas taxes from the orphan share and reclamation and 
development accounts into the general fund - $1.2 million 

Diverted the 7 percent portion of the metalliferous mines tax from the reclamation and 
development account into the general fund - $383,310 


Legislative Impacts on the Resource Indemnity Trust (RIT) 


Figure 2 shows the details of RIT proceeds, interest earnings, and related expenditure accounts for the 
2003 biennium with bolded items illustrating changes made by the legislature. 
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Figure 2 
Resource Indemnity Trust (RIT): Proceeds, Interest Earnings, and Related Expenditure Accounts 
2003 Biennium Projections (Including Executive Special Sesssion Proposals After Trust Reaches $100 Million) 


@ poe en ee 




















RIT Revenues (RATC estimates) Fiscal 1997 Fiscal 1998 Fiscal 1999 Fiscal 2000 Fiscal2001 Fiscal 2002 Fiscal 2003 
Projected Beginning Balance FY 2003 $101 ,056,874 
Adjust Fund balance to Reflect Actual $1,008,779 

RIT Trust Balance (Fiscal 2002 Ending Fund Balance) $102,065,654 
RIGWAT Coal, Oil, Natural Gas Proceeds $1,431,779 $997,607 $900,648 $3,396,285 $1,570,000 $1,452,000 $0 
RIGWAT Error Adjustments 0 0 0 0 (1,841,653) 

DNRC Funding Switch with General Fund (1,000,000) 
Weed Eradication (300,000) 
Legislative Changes -- Water Treatment ($540k) 0 (540,000) 
Legislative Changes -- Clark Fork River Study (120,000) 
Legislative Changes -- Subdivisions, Cons. Dist., Irrigation grants Q (100,000) 
Total Deposits/Legislative Changes $1,431,779 $997,607 $900,648 $3,396,285 ($271,653) $1,452,000 ($2,060,000) 
Trust Balance ($100 million floor)* $94,581,987 $95,579,594 $96,480,242 $99,876,527 $99,604,874 $101,056,874 $100,005,654 

2 Fiscal2001 Fiscal 2002 Fiscal 2003 Biennium Total 

RIGWA and Oil and Gas Tax (RATC estimates) $3,140,000 $2,904,000 _—‘ $2,809,000 $5,713,000 

RIGWA Tax _ $1,140,000 $1,151,000 $2,291,000 

Statutory Allocations -- RIGWA 
Groundwater Assessment Account-direct (02289) 300,000 300,000 366,000 666,000 
Reclamation & Development-50% of Remainder (02458) 635,000 135,000 392,500 527,500 
Natural Resource Worker Scholarship 150,000 150,000 
Orphan Share Account- Remainder of RIGWA (02472) 635,000 135,000 242,500 377,500 

TOTAL RIGWA STATUTORY ALLOCATIONS 1,570,000 570,000 1,151,000 1,721,000 

Applicable Oil and GasTax _ $1,764,000 $1,658,000 $3,422,000 

tatutory Allocations -- Applicable Portion of Oil and 
Coal Bed Methane Protection 400,000 400,000 
Orphan Share Account-50% of Remainder (02472) 441,000 0 441,000 
Reclamation & Development-50% of Remainder (02458) 441,000 0 441,000 

TOTAL Oil and Gas STATUTORY ALLOCATIONS 882,000 400,000 1,282,000 
Resource Indemnity Trust (09003)-50% of RIGWA &OilandGas 1,570,000 1,452,000 Q 1,452,000 

TOTAL OIL AND GAS STATUTORY ALLOCATIONS $1,570,000 $2,904,000 $1,551,000 $4,455,000 

© Fiscal2001 Fiscal 2002 Fiscal 2003 Biennium Total 

RIT Interest Earnings (RATC estimates) $7,467,000 $7,582,000 $7,609,000 $15,191,000 

Priority Statutory Allocations of Interest 
Environmental Contingency Account (02107)** 0 (175,000) 0 (175,000) 

Oil & Gas Prod. Damage Mitigation Account (02010)*** 0 (50,000) 0 (50,000) 
Water Storage Account (02216) 0 (500,000) 0 (500,000) 
Groundwater Assessment Account-direct (02289) (300,000) (300,000) (300,000) (600,000) 
MSU-Northern Statutory Appropriation (02272) (240,000) (240,000) (240,000) (480,000) 
Fish, Wildlife, and Parks -- Future Fisheries (02022) 0 (500,000) (350,000) (850,000) 
Renewable Resource Grant & Loan Program (02272) (2,000,000) (2,000,000) (2,000,000) (4,000,000) 
Reclamation & Development Grants (grants) (02458) (1.500.000) (1,500,000) (1,200,000) (2.700.000) 
Total Allocations ($4,040,000) ($5,265,000) ($4,090,000) ($9,355,000) 
Amount Available for Further Distribution $3,427,000 $2,317,000 $3,519,000 $5,836,000 
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Figure 2 (Continued) 
Related Expenditure Accounts Renewable Reclamation & Hazardous Environmental Groundwater Water Orphan 
(2003 biennium totals) Resource Development Waste/CERCLA Quality Protect. Assessment Storage Share 
(02272) (02458) (02070) (02162) (02289)**** (02216) (02472) 
Further Distribution % of RIT Interest 25.5% 45% 22% 7.5% 0% 0% 0% 


SS 
Available Fund Balance Beginning FY2002 $990,036 $1,387,805 $516,018 $572,571 $252,454 $727,144 $4,302,508 
Prior Year Grant Redutions -- August 2002 Special Session $466,752 

Adjusted Available Fund Balance Beginning FY2002 $990,036 $1,854,557 $516,018 $572,571 $252,454 $727,144 $4,302,508 


Revenues (RATC, agency estimates) 

RIT Interest-direct $4,480,000 $2,700,000 $600,000 $500,000 

RIT Interest-further allocation by above % 1,488,180 2,626,200 1,283,920 437,700 

RIGWAT Proceeds 968,500 666,000 818,500 

Metal Mines Tax (7%) 401,776 465,448 

Leg. Changes 02458 -- HB572, 02458 -- HB 572, SB 322, SB 484 (200,000) (1,017,250) 

Sweep of Excess Coal Tax & Interest (from 04011) 120,000 

STIP/Other Interest 160,000 10,000 92,000 

Cost Recoveries 

Administrative Fees 9,000 

State-owned Project Revenue 225,400 : 
Total Revenues $6,274,180 $6,496,476 $1,351,920 $939,700 $1,266,000 $744,400 $358,698 


Executive Appropriations 
House Bills 6 and 7 Grants -- $300k Reduciton SS $4,000,000 $4,400,741 
House Bill 6-Emergency/Private Grants 225,000 
MSU-Northern (statutorily appropriated) 480,000 
UM-Bureau of Mines $1,266,000 
DNRC-Conservation and Resource Devel. Division 682,647 1,264,205 
DNRC-Water Resources Division 500,000 
DEQ-Planning, Prevention & Assistance $319,593 
DEQ-Enforcement 10,551 9,655 
DEQ-Remediation 500,275 1,744,839 3,552,003 
DEQ-Permitting & Compliance 2,968,285 1,056,094 
Governor's Office-Flathead Basin Commission 99,020 
Judiciary-Water Court 1,348,650 
Library Commission-NRIS 379,056 335,467 


House Bill 13 (executive pay plan estimate) 12.615 90.686 42.613 38,707 = : = 
Total Appropriations $7,226,988 $9,069,935 $1,918,575 $1,793,201 $1,266,000 $500,000 $3,552,003 


Transfer to Reclamation and Development/General Fund $1,000,000 (1,000,000) 
Projected 2003 Biennium Ending Balance £37,228 £281,097 ($50,637) ($280,930) $252,454 $971,544 £109,203 


Does not include unrealized investment gains or losses 

The governor must report on the expenditures from the environmental contingency account in the executive budget. Expenditures are statutorily appropriated. 

Amounts are deposited to the oil & gas production damage mitigation account to bring the balance up to $200,000 (82-11-161,MCA). All money in the account is statutorily appropriated. 
**** Amounts are deposited to the groundwater assessment account to bring the balance up to $666,000. Any excess goes to the RIT tmust (85-2-905, MCA). 
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Figure 2 shows four elements of RIT. The first element shows the RIT revenues and trust balance for 
the past four fiscal years and Revenue and Taxation Committee (RATC) projections for fiscal years 
2001 and 2002. The RATC estimates for 2003 have been adjusted to reflect the current RIT trust 
balance. As of 2002 fiscal year end, the RIT trust has a balance of approximately $102.1 million. 


Since the RIT reached the constitutionally mandated level of $100 million, excess trust balance was 
available for transfer and appropriation. In the order of priority, the legislature has transferred and 
appropriated $1 million has been transferred for a funding switch, $300,000 for the purpose of weed 
eradication, $540,000 for the purpose of purchasing securities for water treatment at the former 
Zortman and Landusky mines, $120,000 for a Clark Fork River study, and up to $100,000 for 
conservation and irrigation district grants. After these transfers, the RIT trust is estimated to be $100 
million. 


The second element shows the statutory allocations of resource indemnity and ground water assessment 
taxes (RIGWA) and the applicable portion of the oil and gas tax. The RIGWA tax and the applicable 
portion of oil and gas taxes are distributed to a number of natural resource accounts. 

o RIGWA - The first $366,000 is deposited into the ground water assessment account. Of the 
remainder, 50 percent is deposited into the reclamation and development account, $150,000 into 
an account for natural resource worker scholarships, and the remainder into the orphan share 
account. The legislature did not change the allocation of RIGWA taxes. 

o Applicable portion of oil and gas taxes — The first $400,000 of the applicable portion of the oil 
and gas taxes are deposited into the coal bed methane protection account. Through HB 10, the 
legislature redirected the remainder of this money to the general fund. In fiscal 2003, this change 
resulted in a $1.2 million gain to the general fund. Beginning in fiscal 2004, the remaining 
portion of applicable oil and gas taxes will return to the split between the reclamation and 
development account and the orphan share account. 

o Metalliferous mines taxes — 7.0 percent of this funding source was redirected from its deposit to 
the reclamation and development account into the general fund. In fiscal 2003, the general fund 
gained approximately $383,000 due to this one-time redirection. Beginning in fiscal 2004, this 
funding will return to the reclamation and development account 


Trust Interest 


The third element shows the amount of interest generated by the RIT and the amounts that are allocated 
by statute for specific purposes in the 2003 biennium. 15-38-202 MCA directs how interest from the 
RIT trust will be allocated. Driven by RATC estimates, $15.2 million of interest is allocated to a 
number of sources. 


The constitution does not restrict the spending of interest from the RIT. For the 2003 biennium, statute 
allocates $9.4 million of the interest for eight purposes. Figure 3 illustrates the flow of interest from the 
RIT for fiscal 2003 and includes changes approved by the legislature. 
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Figure 3 
Flow of RIT Interest Earnings, Fiscal 2003 
After August 2002 Special Session 
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After the direct allocations are made, the fourth element shows seven main accounts that receive RIT 
interest and other revenues. Through HB 9, the legislature changed the allocations of remaining RIT 
trust interest. After direct interest allocations are made, any interest remaining is now allocated as 
follows: 7 

© 25.5 percent (previously 30 percent) to the renewable resource account, which funds programs in 
the Judiciary, Department of Natural Resources and Conservation, State Library Commission, 
MSU Northern, and the Governor’s Office; 

o 45 percent (previously 35 percent) to the reclamation and development account, which funds 
programs in the Department of Environmental Quality, Department of Natural Resources and 
Conservation, and the State Library Commission. This account also receives portions of the 
RIGWA and the applicable portion of oil and gas tax proceeds; 

o 22 percent (previously 26 percent) to the hazardous waste/CERCLA account, which funds 
remediation activities in the Department of Environmental Quality; and 

o 7.5 percent (previously 9 percent) to the environmental quality protection fund, which funds 
remediation activities in the Department of Environmental Quality. 


Figure 4 on the following page shows a summary of legislative changes made to the RIT and the main 
RIT accounts 
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Figure 4 
Resource Indemnity Trust (RIT) 
Summary of Legislative Impacts to the RIT and Related Accounts 
August 2002 Special Session 


1 
Starting Projected RIT Trust Balance: 


101,056,874 


$ 1,008,779 
(1,000,000) 
(300,000) 
(540,000) 
(120,000) 
(100,000) 


Adjust to Actual 

DNRC -- CARDD Funding Switch * 
Weed Eradication * 

Zortman Landusky Water Treatment 
Clark Fork River Study 
Conservation/Irrigation districts 


Impact to RIT Trust Balance $ (1,051,221) 
Ending Projected RIT Trust Balance $ 100,005,653 


2 FY 2003 
RIT Direct Interest Allocations: Allocations 


Adjusted FY 2003 


Reduction Allocations 


500,000 $ (150,000) 
(300,000) 
$__ (450,000) 


350,000 
1,200,000 


1,550,000 


FWP -- Future Fisheries $ 
Reclamation and Development 1,500,000 


Total Direct Interest Allocation Impacts $ 2,000,000 


3 


Other Legislative Changes -- Fiscal 2003 Impacts Affected Fund 


Increases Decreases 


1997 Grant Reductions -- DNRC $ 466,752 


Reclamation and Development 


2001 Grant Reduction -- DEQ 

DNRC Funding Switch 

Interest Allocation Change -- HB 9 
Interest Allocation Change -- HB 9 
Interest Allocation Change -- HB 9 
Interest Allocation Change -- HB 9 
Metal Mines Tax 

Applicable Portion of Oil and Gas Taxes 
Applicable Portion of Oil and Gas Taxes 
Orphan Share Account 


TOTAL 


* Indicates a change implemented during the 
Special Session 


300,000 
1,000,000 
370,550 


$ 2,137,302 


(63,810) 
(58,220) 
(23,520) 
(383,310) 
(629,000) 
(629,000) 


(1,000,000) 
$ (2,786,860) 


Reclamation and Development 
Reclamation and Development 
Reclamation and Development 
Renewable Resource 

Haz. Waste/CERCLA 
Environmental Quality Protection 
Reclamation and Development 
Reclamation and Development 
Orphan Share 

Orphan Share 
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Department of Natural Resources and Conservation 


Agency Impacts 


DNRC 

Reclamation and Development Grant Reduction 

In HB9, the Reliance Refinery Soils and Sludge Cleanup grant awarded in 1997 through HB7 will be 
reduced by $466,752. Since a portion of the work on this project has been completed, $115,548 will 
remain to pay costs already incurred. This reduction has the effect of increasing the balance in the 
reclamation and development account. 


CARDD - Funding Switch 

Because the RIT is capped at $100 million, funds above this amount are available to use for improving 
the environment and cleanup costs. This change makes this funding available for other environment 
related projects. Through HB 9, the legislature directed that $1 million of excess fund balance in the 
RIT trust be transferred into the reclamation and development account maintained by DNRC. A funding 
switch in HB2 would reduce the DNRC general fund appropriation by $1 million and increase its state 
special revenue appropriation by the same amount to utilize the excess RIT transfer. Because the trust 
has reached $100 million and statute dictates that no more proceeds will go into the trust, any money 
remaining in the trust above $100 million is one-time in nature. Thus, this is a one-time transfer. 


DEQ 

In HB9, the Gregory Mine grant awarded in 2001 through HB7 will be eliminated. Although this 
funding source has been eliminated. DEQ has been able to secure federal funding and proceed with 
cleanup work at this site. The $300,000 elimination has the effect of increasing the fund balance in the 
reclamation and development account. 


FWP 

HB 9 revises 15-38-202 (2)(v) MCA to reduce the RIT interest allocation for future fisheries projects by 
$150,000. As approved, FWP has an RIT interest allocation of $350,000 rather than $500,000 in fiscal 
2003 to complete Bull and Cutthroat trout enhancement projects as part of its Future Fisheries program. 
In addition to the RIT funding, the Future Fisheries program receives funding from the river restoration 
account and an earmarked portion of the general license account for related projects. 


Agriculture 

HB 9 changed 80-7-823 MCA and reduced the transfer of $500,000 of excess RIT balance to be used for 
the control of noxious weeds to $300,000, also reflected in a corresponding reduction to the HB 2 
appropriation for the Department of Agriculture. 


Executive Budget Comparison 

The legislature approved a reduction in the shared coal tax distribution account in HB 10. Although the 
executive originally proposed a $330,000 reduction, the legislature ultimately decided upon a $50,000 
reduction to conservation districts. 


Legislative Fiscal Division 84 Agency Budgets 
Department of Natural Resources and Conservation Special Session — August 2002 


Language 
o Language was added to HB 2 to reflect the general fund reductions for supplies, equipment, and 
total general fund budget. This language permits the department to allocate the reductions 
among applicable programs. 
o Language was changed to clarify the distribution priority of the excess fund balance in the RIT. 


Total Fiscal 2003 Impact to Agency 


The following table summarizes the total impact to the agency as a result of legislative action in the 
special session to alter appropriations, and the Governor's spending reductions ordered under the 
authority of 17-7-140 in June, 2002. 


Department Nat Resource/Conservation 
Fiscal 2003 Agency Funding Adjustments 


General State Federal Total 
HB 2 & 13 + Adjustments Fund Special Special Funds 


Original HB2-2001 Session $ 16,480,318 $ 15,991,645 $ 2,051,618 $ 34,523,581 
Original HB13-2001 Session 779,016 624,097 45,632 1,448,745 


Total Fiscal 03 Legislative Appropriation un li,259.954 eo 16,615,742 $ 2,097,250 $ 35,972,326 
HB2 Special Session Action (1,441,941) 950,000 - (491,941) 
Pay Plan Reduction (155,803) - - (155,803) 
Revised Legislative Appropriation 15,661,590 $ 17,565,742 2,097,250 35,324,582 


17-7-140 Adjustments (166,557) (166,557) 


Revised Fiscal 2003 15,495,033 $ 17,565,742 $ 2,097,250 35,158,025 


Percent Reduction from 2001 Session -10.2% 5.7% 0.0% -2.3% 
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DEPARTMENT OF AGRICULTURE 


Summary of Legislative Action 


The legislature made the following adjustments (total reductions of $20,125 general fund and $393,000 
state special revenue) to the department’s fiscal 2003 appropriations: 


Department of Agriculture 
Agency Summary Comparisons 
HB 2, Fiscal 2003 


Regular Special Percent 
Session Session Difference Reduction 


General Fund $ 785,068 764,943 $§$ (20,125) -2.6% 
State Special 8,647,014 8,254,014 (393,000) -4.5% 
Federal Special 637,742 637,742 - 0.0% 
Other Funds 323,147 323,147 


Total a 10;392,971 S$ 9,979,846 $ (413,125) 





o Reduced the fiscal 2003 general fund appropriation by 1 percent - $7,848 

Reduced the fiscal 2003 general fund equipment appropriation by 66.7 percent (2/3) - $9,069 

o Reduced the fiscal 2003 general fund appropriation by an amount equal to 25 percent of general 
fund office supplies expenditures - $3,208 

o Reduced the fiscal 2003 state special revenue appropriation for Growth Through Agriculture by 
$193,000. Funding for this appropriation is from the Coal Severance Tax Shared State Special 
Revenue Account. This reduction implements HB 10, which reduces the allocation of Coal 
Severance Taxes into the shared account from 8.36 percent to 6.01 percent. 

o Reduced the one-time-only state special revenue appropriation for pass-through weed district 
grants by $200,000. This reduction implements HB 9, which reduces the one-time-only transfer 
from the Resource Indemnity Trust (RIT) for the weed grants from $500,000 to $300,000. 


O 


Other Legislation 
The legislature passed the following legislation during the August 2002 Special Session: 


HB 9, among other things, amends 80-7-823 MCA to reduce the one-time transfer from the RIT from 
$500,000 to $300,000. As referenced in “Summary of Legislative Action” above, the state special 
revenue appropriation in HB2 was reduced accordingly. 


HB 10 affects the Department of Agriculture in two ways: 

1) Reduces the allocation of Coal Severance Taxes into the Coal Severance Tax Shared State 
Special Revenue Account from 8.36 percent to 6.01 percent. This reduction is 
accommodated by reductions to the appropriations from this account, including a reduction 
in the Growth Through Agriculture appropriation of $193,000, a reduction of approximately 
50 percent; and 

2) Reduces the Growth Through Agriculture fiscal 2003 statutory appropriation from $1.25 
million to $925,000. The appropriation is not reduced for fiscal 2004 or 2005. 
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Executive Budget Comparison 


The legislature made several changes from the executive proposal, including: 

o Reduced the fiscal 2003 general fund appropriation by 1 percent - $7,848 

o Reduced the fiscal 2003 general fund equipment appropriation by 66.7 percent (2/3) - $9,069 

o Reduced the fiscal 2003 general fund appropriation by an amount equal to 25 percent of general 
fund office supplies expenditures - $3,208 

o Modified the reduced allocation of Coal Severance Taxes to the shared account to make it 
effective for fiscal 2003 only. The Executive proposal would have reduced the allocation for 
fiscal 2004 and 2005, also. 

o Increased the Growth Through Agriculture fiscal 2003 statutory appropriation from $750,000 to 
$925,000. The appropriation will remain at $1.25 million for fiscal 2004 and 2005. 

o Amended HB 9 to include a one-time-only transfer of $300,000 from the RIT to the Department 
of Agriculture for distribution to the weed districts. The original transfer and corresponding state 
special revenue appropriation were for $500,000. The executive proposal would have eliminated 
both the transfer and the state special revenue appropriation. 


Language 

“Item [Central Management Division] includes a reduction in fiscal year 2003 of $3,208 in general fund 
money and represents the equivalent of 25% of office supplies expenditures funded with general fund 
money in fiscal year 2002. The department may reallocate this reduction in funding among programs 
when developing fiscal year 2003 operating plans.” 


“Item [Central Management Division] includes a reduction of $9,069 in fiscal year 2003 of general fund 
money. This reduction is the equivalent of a 66.67% reduction in the fiscal year 2003 budget for 
equipment expenses. The agency may reallocate this reduction in funding among programs in its fiscal 
year 2003 operating plans.” 


“Item [Central Management Division] includes a reduction of $7,848 in fiscal year 2003 of general fund 
money. This reduction is the equivalent of a 1% reduction in the fiscal year 2003 budget for the agency. 
The agency may reallocate this reduction in funding among programs in its fiscal year 2003 operating 
plans.” 


“Ttem [SB 326 -- Weed Control Program] contains a $300,000 appropriation in fiscal year 2003 from 
state special revenue funds that are to be transferred from the Resource Indemnity Trust fund. The 
$300,000 appropriation is contingent upon the Governor’s certification that the trust balance is in excess 
of $100 million. If the contingency is met in fiscal year 2003, the Office of Budget and Program 
Planning is authorized to transfer the $300,000 in cash from the Resource Indemnity Trust Fund to a 
state special revenue fund to be used for this purpose.” 


“Item [Agricultural Development Division] includes a reduction of $193,000 in state special revenue, 
which is contingent upon passage and approval of House Bill No. 10, August 2002 Special Session.” 
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Total Fiscal 2003 Impact to Agency 


The following table summarizes the total impact to the agency as a result of legislative action in the 
special session to alter appropriations, and the Governor's spending reductions ordered under the 
authority of 17-7-140 in June, 2002. 


Department of Agriculture 
Fiscal 2003 Agency Funding Adjustments 


General State Federal Other Total 
HB 2 & 13 + Adjustments Fund Special Special Funds Funds 


Original HB2-2001 Session 785,068 §$ 8,647,014 §$ 637,742 323,147 LO;392;°971 
Original HB13-2001 Session 39,099 2275513 13,126 15,71 295,449 


Total Fiscal 03 Legislative Appropriation 824,167 §$ 8,874,527 $ 


HB2 Special Session Action (20,125) (393,000) 
Pay Plan Reduction (7,820) 


Revised Legislative Appropriation 796,222 $ $ 10,267,475 


17-7-140 Adjustments (88,600) (88,600) 
Revised Fiscal 2003 


Percent Reduction from 2001 Session 
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DEPARTMENT OF COMMERCE 


Summary of Legislative Action 


The legislature made the following adjustments (total reductions of $22,255 general fund and $185,000 
state special revenue) to the department’s fiscal 2003 appropriations: 


Department of Commerce 
Agency Summary Comparisons 
HB 2, Fiscal 2003 


Regular Special Percent 
Session Session Difference Reduction 


General Fund $ WI4AZ04I S$ 1,719,786 (22255) -1.3% 
State Special 3,130,585 2,945,585 (185,000) -5.9% 
Federal Special 68,631,076 68,631,076 - 


Total $ 73,503,702 $. 73,296,447 $ (207,255) 





o Reduced the fiscal 2003 general fund appropriation by 1 percent - $17,419 

o Reduced the fiscal 2003 general fund appropriation by an amount equal to 25 percent of general 
fund office supplies expenditures - $4,836 

o Reduced the fiscal 2003 state special revenue appropriation for Coal Board Grants by $185,000. 
Funding for this appropriation is from the Coal Severance Tax Shared State Special Revenue 
Account. This reduction implements HB 10, which reduces the allocation of Coal Severance 
Taxes into the shared account from 8.36 percent to 6.01 percent. 


Other Legislation 
The legislature passed the following legislation during the August 2002 Special Session: 


HB 5 reduces the statutory transfer of general fund into the Research and Commercialization Special 
Revenue Account from $4.85 million each year to $3.165 million in fiscal 2003 and $3.65 million in 
fiscal 2004 and 2005. This constitutes a $1.2 million reduction each year, in addition to a $485,000 
reduction in fiscal 2003 to implement the Governor’s previously-ordered reductions. 


HB 8 statutorily appropriates $198,575 of accommodations tax funding to the Montana Arts Council. 
This funding is a one-time-only fiscal 2003 appropriation, and is to come from the 67.5 percent of 
accommodations tax allocated to the Department of Commerce. 


HB 10 affects the Department of Commerce in two ways: 

3) Reduces the allocation of Coal Severance Taxes into the Coal Severance Tax Shared State 
Special Revenue Account from 8.36 percent to 6.01 percent. This reduction is 
accommodated by reductions to the appropriations from this account, including a reduction 
in the Coal Board appropriation of $185,000, a reduction of approximately 30 percent when 
combined with the Governor’s previously ordered spending reductions; and 

4) Eliminates the fiscal 2003 statutory appropriation of $425,000 for the Certified Communities 
Program. The appropriation is not reduced for fiscal 2004 or 2005. 
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HB 18 directs a one-time-only transfer of $1.7 million of accommodations taxes into the general fund. 
This transfer must take place before the remaining taxes are allocated to the Department of Commerce, 
Department of Fish, Wildlife, and Parks, Montana Historical Society, and local and regional Convention 
and Visitors Bureaus. 


Executive Budget Comparison 


The legislature made several changes from the executive proposal, including: 

o Reduced the fiscal 2003 general fund appropriation by 1 percent - $17,419 

o Reduced the fiscal 2003 general fund appropriation by an amount equal to 25 percent of general 
fund office supplies expenditures - $4,836 

o Modified the reduced allocation of Coal Severance Taxes to the shared account to make it 
effective for fiscal 2003 only. The Executive proposal would have reduced the allocation for 
fiscal 2004 and 2005, also. 

o Decreased the reduction to Coal Board Local Impact grants from $435,000 to $185,000 

o Did not accept/implement proposed general fund to accommodations tax funding switches within 
the Department of Fish, Wildlife, and Parks, Montana Historical Society, Montana Arts Council, 
and the Museum of the Rockies. Instead, HB 18 modifies statue for fiscal 2003 only to direct a 
one-time transfer of $1.7 million from the accommodations tax account into the general fund. 
As referenced above, HB 8 statutorily appropriates accommodations tax funding to the Montana 
Arts Council in fiscal 2003 only. 


Language 

“Tt is the intent of the legislature that the money allocated in item [Board of Research and 
Commercialization] to the Board of Research and Commercialization and other money allocated to the 
board from statutory appropriations and other sources be allocated by the board in a manner that gives 
preferences to applications that advance projects that have a positive impact on homeland security 
technologies, such as the R.A.V.E project that is developing and commercializing technologies for 
national airport security and is using Montana airports as pilot projects and Montana companies as 
vendors.” 


“Item [Economic Development Division] includes a reduction of $17,419 in fiscal year 2003 of general 
fund money. This reduction is the equivalent of a 1% reduction in the fiscal year 2003 budget for the 
agency. The agency may reallocate this reduction in funding among programs in its fiscal year 2003 
operating plans.” 


“Item [Community Development Division] includes a reduction in fiscal year 2003 of $4,836 in general 
fund money and represents the equivalent of 25% of office supplies expenditures funded with general 
fund money in fiscal year 2002. The department may reallocate this reduction in funding among 
programs when developing fiscal year 2003 operating plans.” 


“Item [Community Development Division] includes a reduction of $185,000 in state special revenue, 
which is contingent upon passage and approval of House Bill No. 10, August 2002 Special Session.” 
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Total Fiscal 2003 Impact to Agency 


The following table summarizes the total impact to the agency as a result of legislative action in the 
special session to alter appropriations, and the Governor's spending reductions ordered under the 
authority of 17-7-140 in June, 2002. 


Department of Commerce 
Fiscal 2003 Agency Funding Adjustments 


General State Federal Total 


HB 2 & 13 + Adjustments Fund Special Special Funds 


Original HB2-2001 Session $ 1,742,041 $ 3,130,585 $ 68,631,076 $ 73,503,702 
Original HB13-2001 Session 92,014 23,049 74,568 189,631 


Total Fiscal 03 Legislative Appropriation $ 1,834,055 $ 3,153,634 $ 68,705,644 $ 73,693,333 
HB2 Special Session Action (22,253) (185,000) - (207,255) 
Pay Plan Reduction (18,403) - - (18,403) 
Revised Legislative Appropriation 1,793,397 $ 2,968,634 $ 68,705,644 $ 73,467,675 


17-7-140 Adjustments (573,453) (194,844) (768,297) 


Revised Fiscal 2003 1,219,944 $ 2,773,790 $ 68,705,644 $ 72,699,378 


Percent Reduction from 2001 Session -33.5% -12.0% 0.0% -1.3% 
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CRIME CONTROL DIVISION 


Summary of Legislative Action 


Legislative action results in a decrease of $22,213 general fund in fiscal 2003. The legislature made the 
following adjustments to the fiscal 2003 appropriations: 


Crime Control Division 
Agency Summary Comparisons 
HB 2, Fiscal 2003 


Regular Special Percent 
Session Session Difference Reduction 


General Fund $ 1,806,831 $ 1,784,618 $ (22,213) -1.2% 
Federal Special 10,118,569 10,118,569 - 


Total $11,925,400 $ 11,903,187 §$ (22,213) 





o Reduced the fiscal 2003 general fund appropriation equivalent to 25 percent of general fund 
office supply expenditures in fiscal 2002 - $2,571 

o Reduced the fiscal 2003 general fund equipment appropriation by 2/3 - $1,575 

o Reduced the fiscal 2003 general fund appropriation by | percent - $18,067 


Other Legislation 


None 


Executive Budget Comparison 


The Executive Budget did not contain any HB 2 reductions or additions for the Crime Control Division 
other than the global reduction to the pay plan and the hiring freeze (see the Overview Section for 
further information). 


Language 
Language was added to allow the division to reallocate the 1 percent reduction and reductions in 
supplies and equipment. 
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Total Fiscal 2003 Impact to Agency 


The following table summarizes the total impact to the agency as a result of legislative action in the 
special session to alter appropriations, and the Governor's spending reductions ordered under the 
authority of 17-7-140 in June, 2002. 


Crime Control Division 
Fiscal 2003 Agency Funding Adjustments 


General Federal Total 
HB 2 & 13 + Adjustments Fund Special Funds 


Original HB2-2001 Session $ 1,806,831 $ 10,118,569 $ 11,925,400 
Original HB13-2001 Session SSIS 14,992 52,310 


Total Fiscal 03 Legislative Appropriation $ 1,844,149 $ 10,133,561 $ 11,977,710 
HB2 Special Session Action (22,213) - (22,283) 
Pay Plan Reduction (7,464) = (7,464) 
Revised Legislative Appropriation 1,814,472 $ 10,133,561 $ 11,948,033 


17-7-140 Adjustments (184,415) (184,415) 


Revised Fiscal 2003 1,630,057 $ 10,133,561 $ 11,763,618 


Percent Reduction from 2001 Session -11.6% 0.0% -1.8% 
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DEPARTMENT OF JUSTICE 


Summary of Legislative Action 


Legislative action results in a $702,513 reduction in general fund in fiscal 2003. The general fund 
adjustments include: 


Department of Justice 
Agency Summary Comparisons 
HB 2, Fiscal 2003 


Regular Special Percent 
Session Session Difference Reduction 


General Fund $ 23,425,984 $ 16,086,671 $ (7,339,313) -31.3% 
State Special 22,149,115 28,785,914 6,636,799 30.0% 
Federal Special 3,850,049 3,850,050 1 0.0% 
Other Funds 636,796 636,796 - 


Total $ 50,061,944 $ 49,359,431 $ (702,513) 





o Increase for development of an Amber Alert System, so law enforcement can be alerted in the 
event of an abduction -$75,000 

o Reduction due to incorporation of the 17-7-140, MCA, reductions into HB 2. (The 17-7-140 
reductions originally included a $40,000 reduction to the Child Protective Services program. 
The department made an agreement with the Office of Budget and Program Planning to reduce 
carry-forward funds from fiscal 2001 by $40,000 to offset the Child Protective Services 
reduction.) - $631,239 

o Reduced the fiscal 2003 general fund appropriation equivalent to 25 percent of general fund 
office supply expenditures in fiscal 2002 - $31,972 

o Reduced the fiscal 2003 general fund equipment appropriation by 2/3. The legislature exempted 
the Forensic Sciences Division from the reduction as the division’s equipment budget had 
already been reduced by $40,000 in the 17-7-140, MCA, reductions. - $58,505 

o Reduced the fiscal 2003 general fund appropriation by 1 percent - $151,846 

o Replaced $6.5 million of general fund for the Motor Vehicle Division with $6.6 million of 
highway state special revenue. Language was added specifying that the fund were not 
constitutionally restricted (see below). 


Other Legislation 


None. 


Executive Budget Comparison 


_ The legislature reduced general fund by $7.3 million and increased state special revenue by $6.6 million. 
The majority of the reduction, $6.5 million in general fund, is the result of a fund switch with highways 
state special revenue. The Executive Budget contained a one-time fund switch for the Motor Vehicle 
Division to replace $8.2 million in general fund with $8.3 million in highway state special revenue. 
(The increased amount included the HB 13 allocation and reallocation of the regular session HB 2 
agency wide reductions of travel and the imposition of an additional 1 percent general fund vacancy 
savings.) The legislature provided a smaller fund switch by funding the division in fiscal 2003 with $1.7 
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million general fund and $6.6 million in non-restricted highway state special revenue. By reducing the 
amount of the highways state special revenue appropriation to $6.6 million, the legislature was able to 
ascertain that the funds would be provided by the non-restricted account and not use funds that are 
restricted to certain purposes by the Montana constitution. Language was also included in HB 2 to 
insure that the $6.6 million is non-restricted highways state special revenue funds. 


The remaining decrease of $0.8 million was the result of: 
© $242,323 - global amendments to reduce supplies, equipment and a | percent reduction 
o $631,239 - 17-7-140, MCA, reductions included in HB 2. 


Language 
“Fiscal year 2003 state special revenue in item [Motor Vehicle Division] includes $6,636,799 of the 
fund balance from revenue sources not restricted to certain purposes by the Montana constitution.” 


“Tt is the intent of the legislature that the agency not use general fund money in item [Division of 
Criminal Investigation] for the purchase of new or replacement automobiles unless an existing vehicle 
becomes inoperable to the point at which replacement is warranted.” 


In addition, language was added to allow the department to reallocate the 1 percent reduction and 
reductions in supplies and equipment. 


Total Fiscal 2003 Impact to Agency 


The following table summarizes the total impact to the agency as a result of legislative action in the 
special session to alter appropriations, and the Governor's spending reductions ordered under the 
authority of 17-7-140 in June, 2002. 


Department of Justice 
Fiscal 2003 Agency Funding Adjustments 


General State Federal Other Total 
HB 2 & 13 + Adjustments Fund Special Special Funds Funds 


Original HB2-2001 Session 23,425,984 $ 22,149,115 3,850,049 636,796 $ 50,061,944 
Original HB13-2001 Session 906,461 916,671 ; 147,039 2,057,919 


Total Fiscal 03 Legislative Appropriation $ 24,332,445 $ 23,065,786 33937, 797 783,835 $ 52,119,863 


HB2 Special Session Action (7,339,313) 6,636,799 1 - (702,513) 


Pay Plan Reduction (125259) - - (112,255) 
Revised Legislative Appropriation $ 16,880,877 $ 29,702,585 3,937,798 783,835 $ 51,305,095 


17-7-140 Adjustments* 
Revised Fiscal 2003 


Percent Reduction from 2001 Session 


*Ordered reductions of $631,239 included in the HB 2 reductions above 
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PUBLIC SERVICE REGULATION 


Summary of Legislative Action 


The Public Service Regulation is funded primarily with state special revenue and a small amount of 
federal funds. Therefore, legislative action did not result in any reductions to the agency. 


Public Service Regulation 
Agency Summary Comparisons 
HB 2, Fiscal 2003 


Regular Special Percent 
Session Session Difference Reduction 


State Special 2,505,912 2,505,912 - 0.0% 
Federal Special 13,666 13,666 - 


Total $ DSSS NS 2,519,578 §$ 





Other Legislation 

SB 26 transfers 10 percent of the balance of the Montana Universal Access account on the effective date 
of the bill to the general fund and 90 percent to the Department of Public Health and Human Services to 
provide social services. 


Executive Budget Comparison 

The Executive Budget did not contain any HB 2 reductions or additions for the Crime Control] Division 
other than the global reduction to the pay plan and the hiring freeze (see the Overview Section for 
further information). 


Language 
None 
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Total Fiscal 2003 Impact to Agency 


The following table summarizes the total impact to the agency as a result of legislative action in the 
special session to alter appropriations, and the Governor's spending reductions ordered under the 
authority of 17-7-140 in June, 2002. 


Public Service Regulation 
Fiscal 2003 Agency Funding Adjustments 


State Federal Total 


HB 2 & 13+ Adjustments Special Special Funds 


Original HB2-2001 Session $ 2,505,912 $ 13,666 $ 2,519,578 
Original HB13-2001 Session 111,905 Sail 112,432 


Total Fiscal 03 Legislative Appropriation  $ 2,617,817 $ 14,193 §$ 2,632,010 
HB2 Special Session Action - - 
Pay Plan Reduction - - 


Revised Legislative Appropriation 2,617,817 2,632,010 


17-7-140 Adjustments 


Revised Fiscal 2003 2,617,817 2,632,010 


Percent Reduction from 2001 Session 0.0% 0.0% 
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DEPARTMENT OF CORRECTIONS 


Summary of Legislative Action 


Legislative action results in a decrease of $330,336 in general fund in fiscal 2003. The legislature made 
the following adjustments to the fiscal 2003 appropriations: 


Department of Corrections 
Agency Summary Comparisons 
HB 2, Fiscal 2003 


Regular Special Percent 
Session Session Difference Reduction 


General Fund $ 97,420,371 $ 97,090,035 $ (330,336) -0.3% 


State Special 1,727,843 1,727,843 0.0% 
Federal Special 985,955 985,955 - 0.0% 
Other Funds 583,422 583,422 - 


Total pe lOO 717 SOLES 00387. 2550S (330,336) 





© Reduced the fiscal 2003 general fund appropriation equivalent to 25 percent of general fund 
office supply expenditures in fiscal year 2002 - $111,748 
o Reduced the fiscal 2003 general fund equipment appropriation by 2/3 - $218,589 


The reductions were made to the Administration and Support Services program with the allowance that 
the department could reallocate these reductions among programs when developing fiscal year 2003 
operating plans. The 1 percent across-the-board reduction was not imposed on the department. 


Other Legislation 


None 


Executive Budget Comparison 

The Executive Budget did not contain any HB 2 reductions or additions for the department other than 
the global reduction to the pay plan and the hiring freeze (see the Overview Section for further 
information). 


Language 

“The legislature encourages the department to use the authority that it possesses under current statute to 
allow early discharge of offenders subject to the jurisdiction of the department for the purpose of 
relieving the projected cost overrun caused by high prison populations.” 


“Tt is the intent of the legislature that the agency not use general fund money in items [Community 
Corrections] and [Secure Facilities] for the purchase of new or replacement automobiles unless an 
existing vehicle becomes inoperable to the point at which replacement is warranted.” 


In addition, language was added to allow the department to reallocate the reductions in supplies and 
equipment. 


Agency Budgets 
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Department Of Corrections 


Total Fiscal 2003 Impact to Agency 


The following table summarizes the total impact to the agency as a result of legislative action in the 
special session to alter appropriations, and the Governor's spending reductions ordered under the 
authority of 17-7-140 in June, 2002. 


Department of Corrections | 
Fiscal 2003 Agency Funding Adjustments 


General State Federal Other Total 


HB 2 & 13 + Adjustments Fund Special Special Funds Funds 


Original HB2-2001 Session 97,420,371 $ 1,727,843 985,955 583,422 $ 100,717,591 
Original HB13-2001 Session 2,880,043 11,607 2,891,650 
Total Fiscal 03 Legislative Appropriation $ 100,300,414 §$ 1,727,843 $ 103,609,241 


HB2 Special Session Action (330,336) (330,336) 
Pay Plan Reduction (576,009) (576,009) 
Revised Legislative Appropriation 99,394,069 $ 1,727,843 $ 102,702,896 


17-7-140 Adjustments (2,147,533) (2,147,533) 


Revised Fiscal 2003 97,246,536 $ 1,727,843 985,955 595,029 $ 100,555,363 


Percent Reduction from 2001 Session -3.0% 0.0% 0.0% 0.0% -2.9% 
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DEPARTMENT OF LABOR AND INDUSTRY 


Summary of Legislative Action 


The legislature made the following adjustments (total reduction of $904,249 general fund and 
$3,199,439 state special revenue; total increase of $4,111,000 in federal special revenue) to the 
department’s fiscal 2003 appropriations: 


Labor & Industry 
Agency Summary Comparisons 
HB 2, Fiscal 2003 


Regular Special Percent 
Session Session Difference Reduction 


General Fund $ 2,017,144 §$ PPT SO5Pan (904,249) -44.8% 
State Special 23,310,732 20,111,293 (3,199,439) -13.7% 
Federal Special 34,978,240 39,089,240 4,111,000 11.8% 
Other Funds 59,651 59,651 - 


Total 60,365,767 $ 60,373,079 $ 





24) Reduced the fiscal 2003 general fund appropriation by 1 percent - $10,876 
25) Reduced the fiscal 2003 general fund appropriation by an amount equal to 25 percent of general 
fund office supplies expenditures - $3,582 
26) Reduced general fund by $889,791, reduced state special revenue authority by $3,199,439, and 
increased federal special revenue authority by $4,111,000. These changes implemented a 
funding switch comprised of two parts: 
1) Federal Reed Act funding will replace $4,111,000 of Employment Security Account 
(ESA) funding within the Department of Labor and Industry; and 
2) The freed-up ESA funding will replace general fund within the Departments of Labor and 
Industry ($911,561 including pay plan), Military Affairs ($1,123,240 including pay plan), 
and Public Health and Human Services ($1,965,199), and will also be added to the 
Montana School for the Deaf and Blind ($111,000 in ESA funding only -- not a direct 
funding switch, but will offset general fund reductions). Programs within the Department 
of Labor and Industry to have general fund replaced with ESA funding are: Jobs for 
Montana’s Graduates, Job Registry, Displaced Homemaker, and Apprentice and 
Training. 


Other Legislation 


No other legislation specifically affecting the Department of Labor and Industry was passed during the 
special session. 
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Executive Budget Comparison 


The legislature made several changes from the executive proposal, including: 
o Reduced the fiscal 2003 general fund appropriation by 1 percent - $10,876 
o Reduced the fiscal 2003 general fund appropriation by an amount equal to 25 percent of general 
fund office supplies expenditures - $3,582 
o Increased the state special revenue to federal special revenue funding switch by $111,000 to 
accommodate a state special revenue increase within the Montana School for the Deaf and Blind. 


Language 

“Ttem [Job Service Division] includes a $672,609 reduction in general fund money for fiscal year 2003 
for the Job Service Division to be replaced by Employment Security Account state special revenue funds 
in the amount of $691,796 administered by the department. The increased amount includes the House 
bill No. 13, Chapter 553, Laws of 2001, allocation. Item [Job Service Division] also includes a 
$4,111,000 reduction in the Employment Security Account state special revenue funds to be replaced by 
“Reed Act” (a part of the Employment Security Administrative Financing Act of 1954) federal special 
revenue funds.” 


“Item [Job Service Division] includes a reduction in fiscal year 2003 of $3,582 in general fund money 
and represents the equivalent of 25% of office supplies expenditures funded with general fund money in 
fiscal year 2002. The department may reallocate this reduction in funding among programs when 
developing fiscal year 2003 operating plans.” 


“Item [Displaced Homemaker Program] includes a $217,182 reduction in general fund money for fiscal 
year 2003 for the Displaced Homemaker Program to be replaced by Employment Security Account state 
special revenue funds in the amount of $219,765 administered by the department. The increased amount 
includes the House Bill No. 13, Chapter 553, Laws of 2001, allocation.” 


“Item [Employment Relations Division] includes a reduction of $10,876 in fiscal year 2003 of general 
fund money. This reduction is the equivalent of a 1% reduction in the fiscal year 2003 budget for the 
agency. The agency may reallocate this reduction in funding among program in its fiscal year 2003 
operating plans.” 


Total Fiscal 2003 Impact to Agency 


The following table summarizes the total impact to the agency as a result of legislative action in the 
special session to alter appropriations, and the Governor's spending reductions ordered under the 
authority of 17-7-140 in June, 2002. 
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Labor & Industry 
Fiscal 2003 Agency Funding Adjustments 


General State Federal Total 


Original HB2-2001 Session 23,310,732 $ 34,978,240 $ 60,365,767 
Original HB13-2001 Session 1,265,815 438,645 1,778,143 


Total Fiscal 03 Legislative Appropriation §$ 2,088,192 $ 24,576,547 $ 35,416,885 $ 62,143,910 
HB2 Special Session Action (904,249) (3,199,439) 4,111,000 Ee 
Pay Plan Reduction (14,210) = - (14,210) 
Revised Legislative Appropriation $ 151695738) 21,377,108" i$) — 393527,885 $ 62,137,012 


17-7-140 Adjustments (140,193) (140,193) 


Revised Fiscal 2003 1,029,540 $ 21,377,108 $ 39,527,885 $ 61,996,819 


Percent Reduction from 2001 Session -50.7% -13.0% 11.6% f -0.2% 
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DEPARTMENT OF MILITARY AFFAIRS 


Summary of Legislative Action 


The legislature made the following adjustments (total general fund decrease of $1,130,693; total state 
special revenue increase of $1,123,240) to the department’s fiscal 2003 appropriations: 


Department of Military Affairs 
Agency Summary Comparisons 
HB 2, Fiscal 2003 


Regular Special Percent 
Session Session Difference Reduction 


General Fund $ 4,139,609 $ 3,008,916 $ (1,130,693) “27.3% 
State Special 406,011 1,529,251 1,123,240 276.7% 
Federal Special 8,852,179 8,852,179 - 


Total $. 13,397,799 $ 13,390,346 (7,453) 





o Reduced the fiscal 2003 general fund appropriation by | percent - $30,210 

o Reduced the fiscal 2003 general fund appropriation by an amount equal to 25 percent of general 
fund office supplies expenditures - $3,735 

o Reduced the fiscal 2003 general fund equipment appropriation by 66.7 percent (2/3) - $13,389 

o Reduced general fund by $1,083,359 and increased state special revenue authority by $1,123,240 
(includes pay plan amount) to effect a fund switch in the Youth Challenge Program. For more 
information on this fund switch, please reference the “Summary of Legislative Action” write-up 
within the Department of Labor and Industry. 


Other Legislation 


No other legislation specifically affecting the Department of Military Affairs was passed during the 
special session. 


Executive Budget Comparison 


The legislature made several changes from the executive proposal, including: 
o Reduced the fiscal 2003 general fund appropriation by 1 percent - $30,210 
o Reduced the fiscal 2003 general fund appropriation by an amount equal to 25 percent of general 
fund office supplies expenditures - $3,735 
o Reduced the fiscal 2003 general fund equipment appropriation by 66.7 percent (2/3) - $13,389 


Language 
“Ttem [Youth Challenge Program] includes a $1,083,359 reduction in general fund money in fiscal year 
2003 for the Youth Challenge Program to be replaced by Employment Security Account state special 
revenue funds in the amount of $1,123,240, which are administered by the Department of Labor and 
Industry. The increased amount includes the House Bill No. 13, Chapter 553, Laws of 2001, 
allocation.” 
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“Item [Army National Guard Program] includes a reduction in fiscal year 2003 of $3,735 in general 
fund money and represents the equivalent of 25% of office supplies expenditures funded with general 
fund money in fiscal year 2002. The department may reallocate this reduction in funding among 
programs when developing fiscal year 2003 operating plans.” 


“Item [Army National Guard Program] includes a reduction of $13,389 in fiscal year 2003 of general 
fund money. This reduction is the equivalent of a 66.67% reduction in the fiscal year 2003 budget for 
equipment expenses. The agency may reallocate this reduction in funding among programs in its fiscal 
year 2003 operating plans.” 


“Item [Army National Guard Program] includes a reduction of $30,210 in fiscal year 2003 of general 
fund money. This reduction is the equivalent of a 1% reduction in the fiscal year 2003 budget for the 
agency. The agency may reallocate this reduction in funding among programs in its fiscal year 2003 
operating plans.” 


Total Fiscal 2003 Impact to Agency 


The following table summarizes the total impact to the agency as a result of legislative action in the 
special session to alter appropriations, and the Governor's spending reductions ordered under the 
authority of 17-7-140 in June, 2002. 


Department of Military Affairs 
Fiscal 2003 Agency Funding Adjustments 


General State Federal Total 
HB 2 & 13 + Adjustments Fund Special Special Funds 


Original HB2-2001 Session $ 4,139,609 $ 406,011 $ 8852079 91353975799 
Original HB13-2001 Session 160,753 3,518 268,647 432,918 
Total Fiscal 03 Legislative Appropriation $ 4,300,362 $ 409,529 $ 9,120,826 $ 13,830,717 


HB2 Special Session Action (1,130,693) 1,123,240 - (7,453) 


Pay Plan Reduction G2M51) - (32,151) 
Revised Legislative Appropriation 3,137,518 $ 1,532,769 9,120,826 13,791,113 


17-7-140 Adjustments (172,939) - - (1725939) 
Revised Fiscal 2003 2,964,579 $ 1,532,769 9,120,826 13,618,174 


Percent Reduction from 2001 Session -31.1% 274.3% 0.0% -1.5% 
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OFFICE OF SUPERINTENDENT OF PUBLIC INSTRUCTION 


Summary of Legislative Action 


The legislature reduced the OPI administration program by a total of $185,067 in HB 2. HB 3 reduced 
OPI administration by an additional $37,510 and reflects the pay plan reduction. The legislature 
reduced the distribution to school districts by $6.57 million in HB 2, HB 4, HB 18 and SB 19. In HB 2, 
the legislature made the following adjustments to fiscal 2003 appropriations: 


Office of Public Instruction 
Agency Summary Comparisons 
HB 2, Fiscal 2003 


Regular Special Percent 
Session Session Difference Reduction 


General Fund $ 506,661,701 $ 451,337,100 $ (55,324,601) -10.9% 
State Special 6,014,178 5,231,178 (783,000) -13.0% 
Federal Special 108,342,447 108,342,447 - 0.0% 
Other Funds 73133 73133 


Total $ 621,091,459 $ 564,983,858 $ (56,107,601) 





o Reduced OPI administration general fund by $128,896 to reflect the Governor’s reductions under 
17-7-140, MCA. 

o Reduced OPI administration general fund by $4,104 which represents the equivalent of 25 
percent of office supplies expenditures in fiscal 2002. 

o Reduced OPI administration general fund by $25,067 which represents the equivalent of a 66.67 
percent reduction in the fiscal 2003 budget for equipment expenses. 

o Reduced National Board Certification stipends by $27,000 to reflect the Governor’s reductions 
under 17-7-140, MCA 

o Reduced general fund BASE aid authority $51,701,000 contingent upon passage and approval of 
both HB 7 and HB 4. HB 7 creates a new state special guarantee account into which is deposited 
interest and income from school lands ($48.8 million). The account will be used to pay BASE 
aid beginning in fiscal 2003. HB 4 diverts timber revenue on school lands ($2.9 million) into the 
guarantee account for two years. Both bills were approved. 

o Reduced transportation general fund by $388,534 to reflect the Governor’s reductions under 17- 
7-140, MCA. This amount represents the transportation reversion expected in fiscal 2003. 

o Reduced school facilities general fund by $250,000 to reflect the Governor’s reductions under 
17-7-140, MCA. This amount reflects the school facilities reversion expected in fiscal 2003. 

o Reduced the transfer from the general fund to the state special flex account by $184,000 to 
reflect the Governor’s reductions under 17-7-140, MCA. 

o Reduced the transfer from the general fund to the state special flex account by $2,616,000. 

o Reduced authority in the state special flex account by $783,000. The flex account includes $4.1 
million for distribution to districts and $200,000 for student testing to meet board of education 
requirements. Of the $4.3 million total, $2.1 million is from the workers’ compensation state 
fund, as per SB19, and $2.2 million is from the general fund. 
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Other Legislation 


House Bill 3 reduced personal services in OPI administration by $37,510 to reflect the general fund pay 
plan reduction. 


House Bill 7 creates a new state special revenue account, called the guarantee fund, into which is 
deposited interest and income from school lands, beginning July 1, 2002. This money will be statutorily 
appropriated for BASE aid for school districts. General fund BASE aid authority is reduced 
commensurately. The amount of interest and income expected to be deposited in the new guarantee 
account is $48,801,000 in fiscal 2003. 


House Bill 4 suspends the timber for technology program for fiscal 2003 and 2004. The timber revenue 
associated with timber production on school lands in excess of 18 million board feet per year from fiscal 
2002 and 2003 will be deposited in the new state special guarantee account if HB 7 is passed and 
approved and in the general fund if HB 7 is not passed and approved. If both HB 7 and HB 4 are passed 
and approved, general fund BASE aid is reduced by $51,701,000 to reflect the new BASE aid spending 
authority in the guarantee account. HB 4 has been signed by the Governor and HB 7 has been 
transmitted. 


Senate Bill 19 transfers $2.1 million to the state special flex fund from the workers compensation state 
fund in fiscal 2003. 


House Bill 18 reduces state HB 124 block grants to districts and to the countywide school retirement and 
transportation accounts. The intent in HB 124 was to reimburse districts and the countywide accounts 
for light vehicle receipts received in fiscal 2001 as adjusted for HB 540, the flat tax on vehicles passed 
during the 1999 session. HB 540 instituted a new flat fee on light vehicles based on age of vehicle 
beginning January 1, 2001, halfway into fiscal 2001. In HB 124, districts and the countywide accounts 
were granted block grants for fiscal 2002 based on 93.4 percent of fiscal 2001 vehicle revenues. This 
percentage was designed to adjust fiscal 2001 vehicle fee revenue to reflect a full year’s worth of 
receipts under the flat fee. Later analysis determined that the light vehicle adjustment to fiscal 2001 
collections should have been 88.6 percent. Recalculating the district block grants saves the state $1.8 
million in HB 124 district block grant payments, with associated Guaranteed Tax Base (GTB) savings of 
$575,000. Recalculating the countywide block grants saves the state $1.3 million in HB 124 block 
grants, with GTB savings of $277,000. The total net savings to the state is $2.25 million. 


Executive Budget Comparison 


With a few exceptions, the legislature approved the reductions in OPI administration and distribution to 
schools recommended by the executive. 


The legislature increased the reduction proposed by the Governor for OPI administration by $29,171 by 
reducing general fund appropriations for office supplies and reducing the equipment budget by 66.67 
percent. 


The legislature decreased the reduction in the flex fund spending authority that the executive 
recommended. The executive had recommended that flex fund authority be reduced by $4,883,000, 
leaving $200,000 for student testing. The legislature reduced the flex fund authority by only $783,000, 
leaving $4.1 million for distribution to schools and $200,000 for student testing. 
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The reduction in HB 124 block grants proposed by the executive was enacted in HB 18. The temporary 
diversion of timber revenue proposed by the executive was enacted in HB 4. The legislature did not 
enact the executive proposal to reduce the direct state aid percentage by 0.3 percent. 


Language 
The legislature added language that reserves $200,000 in flex funds for student testing required by the 
board of public education. 


The legislature added language which transfers unspent money in the flex account to the general fund at 
the end of fiscal 2003. 


Total Fiscal 2003 Impact to Agency 


The following table summarizes the total impact to the agency as a result of legislative action in the 
special session to alter appropriations, and the Governor's spending reductions ordered under the 
authority of 17-7-140 in June, 2002. 


Office of Public Instruction 
Fiscal 2003 Agency Funding Adjustments 


General State Federal Other Total 
HB 2 & 13 + Adjustments Fund Special Special Funds Funds 


Original HB2-2001 Session 506,661,701 $ 6,014,178 $ 108,342,447 W3A33 621,091,459 
Original HB13-2001 Session 187,549 11,442 171,492 370,483 


Total Fiscal 03 Legislative Appropriation 506,849,250 $ 6,025,620 ; 621,461,942 
HB2 Special Session Action (55,324,601) (783,000) (56,107,601) 
Other Legislation (2,254,636) 50,101,000 

Pay Plan Reduction (37,510) 
Revised Legislative Appropriation 

17-7-140 Adjustments 

Revised Fiscal 2003 


Percent Reduction from 2001 Session 





Legislative Fiscal Division 111 Agency Budgets 
Office Of Superintendent Of Public Instruction Special Session — August 2002 






























ion, bib eis. the 


Aah COUP HR 


singe, BY on ae pevene swe aie. was time paren chi 
tanh ‘ sete Peer he 
cot a hase lagen yh ahora clastic uamainats Spills 


. Jee wen 
ah ies nes Wen 7 De aS A ead BARE iit » palin Yoda are. 


eae es aru lt ncn RE ‘aici akan ROE pantie’ rr new oer eo 
ie doneaabod ety (ine A “ bees calbods ny rena ney ans ewienw! Tie ogenginsl bobbe stele iy 
F £008 ig2eit to bite s fit 


\ : c c oh : Rey hoe 7% 

A ere i et cM | i { ab i. : a ¥ A wre ‘| i ri Laee vA # " Is ’ ii bie 2 : al Di. The fimber r ve bh : 

7 bide 4h » 0h a ‘alan ie Dit ra ead bene Hh ily i \ 0 ey | rer CW nnd fee cork, fe or : Tisgatl 
WD 9 Pa ee \itaogAvondnaqnnl é FAOSAg : oh Max 


sali rior tie sinha algeitte ieee } 4 WA ively it ieee af) voverlaitlie’ ote ahi <j 


yy as born” ante sda kaos +i. off. tte! “dustrardesya: als Ot shinier sai} 
i RAE ab uM hws ay sda od ODS inary OBC TED 1 ¥ito! ben 


i he i» 


as) 


=e 


a= 


et 





9 


> = 






ee ee ody tl ee Ma mtg Br est mr IM 


eae are teas 
roi adtenth wedi to AO 
vSisatensey in 6 east eae BROS makedlet ogre * he Woe hers comperisaif as ue 


ee er er Vela mt tm Sr taseenh a ee ees ene cienvenr apains Pee i A Rs emer oe he el rs 
Y ayet ? ! 4 ts 
; any ae a) m Ts ; ; 





a = 


L : ign) 
tages : ia” “ f 4 i ake < Sit 
pee one pais eteten el Teeth on rer othe 2 te — i ag op PRES seen MA oe 
ae Ce [a Sin ae ae ial : the Cans Wo ee tet - 
ORG LSD ey BET “eR avi tee Pee (9 ria ey. ei f Heats 
‘Aaa bs: sce; Ladi lliveed = ey MSW. AVG Ra eb % 


ao ar ee eee One aise TA ‘nirdosh 
1 ae ery <3 a’ ce feo aa tight aahicles hesed on aie. 

ed ee Re ALL? . Ae 

ve hs cs Ea, iy tr ts oni Pie a ai 4 st 40 4 


Pee | ee aC m J 
Fe hy of.) Me cree foe AP. uk ll oa es oT 2G von 


APNE A de ONIN Yo, Ry MERRTONOL ok! IONE OEE 5, SI UROLER RN Ay clee ti3 rages Nn ae och 
UO I CRS aes Ee hy M ache yolii ste fh wuneaals Wh All 
, teanien bl vgn gee owe 5a on a ee aman 9 eer ndme tp ‘ ye M 

d ml ' . ook vit Bh aaa ig Unttay a * 4 igs 7." at h. i k ext iS. saves the, 

Ley Oe as 433 é es pe Cok tk este “ier HIDE SBasMuiheh, Se pM Cl gen sad I a ar B ee 


' ‘4 ‘ in an rn ov. if 

Tae “bi css Ue Nahi igeach, Ld “hey Pa ange wok aot Goidoale te 
ae , EY 4 “ey 45 ‘ he iF 7 EGA at ir waa Pam i) lin pi y se is Sa, , 23 mil! VOM, 

‘. steels a teaeninhinas satan tere eee Sareea ee Me sy shea 


i A ET ET ONE 
ul 
_ 
e 
7 
m 


dl ermeren * 


a 














; nis ; . _ . . 
Lage sith + ee fe as evar Ta ott AUTOR wl on yod is ribeuo 9 

vay, : ~~ 
aa 7 7 


view Lrigeky! (8 1), eee 






® ‘ ‘ ‘ -* » hae ef i 
Vig ‘ ress v) Ae ih nee, Te f ry) . : i ) 


Eta. hegrekiatiaet 2 att Ce Oe i monet at shee bay dnt fer OW aden siotentions by 2 
roduaeiy Geko! fend ody Be norte me te ietac’ pie i aint mad pet) | 


4 





| 

hie < Yes wel ; Pind 44 f 

 ¢eoupe yeti and be Ae" al bietr: a sit, Pe ms 
cavinly Se A SAP or a bet eae el Ai 

lean tins O4.1 contin 09 ¢ rae N 1 " 
hale 


in 

ke* 

Ay « 

= ae 
oF 8 


BOARD OF PUBLIC EDUCATION 


Summary of Legislative Action 
The legislature made the following adjustments to the fiscal 2003 appropriation: 


Board of Public Education 
Agency Summary Comparisons 
HB 2, Fiscal 2003 


Regular Special Percent 
Session Session Difference Reduction 


General Fund $ 170,507 $ 168,192 $ (2,315) -1.4% 
State Special 174,035 174,035 - 


Total 344,542 $ B42 22709 (2,315) 





o Reduced the fiscal 2003 general fund appropriation equivalent to 25 percent of general fund 
office supply expenditures in fiscal 2002 - $610 
o Reduced the fiscal 2003 general fund appropriation by 1 percent - $1,705 


The overall reduction in HB 2 to the Board of Public Education is $2,315 in general fund or 1.36 
percent of the original fiscal 2003 general fund appropriation. 


Other Legislation 


None 


Executive Budget Comparison 

The legislature revised the executive budget for the Board of Public Education by reducing general fund 
by an additional $20,939 due to the passage of two global amendments involving a 1 percent general 
fund reduction and 25 percent reduction in supplies. 


The legislature adopted the executive budget reductions involving a 20 percent pay plan reduction of 
$1,446 and a hiring freeze (refer to the overview section for further information). 


Language 
Language was added to allow the department to reallocate among programs the 1 percent reduction and 
reduction in supplies. 


Agency Budgets 


Legislative Fiscal Division 113 
Special Session — August 2002 


Board Of Public Education 


Total Fiscal 2003 Impact to Agency 

The following table summarizes the total impact to the agency as a result of legislative action in the 
special session to alter appropriations, and the Governor's spending reductions ordered under the 
authority of 17-7-140 in June, 2002. 


Board of Public Education 
Fiscal 2003 Agency Funding Adjustments 


General State Total 


HB 2 & 13+ Adjustments Fund Special Funds 


Original HB2-2001 Session $ 170,507 $ 174,035 $ 344,542 
Original HB13-2001 Session 7,228 5,457 12,685 
Total Fiscal 03 Legislative Appropriation $ WW ETSS) 20S 179,492 §$ 357,227 
HB2 Special Session Action (2,315) - (2,315) 
Pay Plan Reduction (1,446) - (1,446) 
Revised Legislative Appropriation 173,974 $ 179,492 353,466 
17-7-140 Adjustments (17,774) (17,774) 
Revised Fiscal 2003 156,200 $ 179,492 335,692 


Percent Reduction from 2001 Session -12.1% 0.0% -6.0% 
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SCHOOL FOR THE DEAF AND BLIND 


Summary of Legislative Action 
The legislature made the following adjustments to the fiscal year 2003 appropriation: 


O 


School For The Deaf & Blind 
Agency Summary Comparisons 
HB 2, Fiscal 2003 


Regular Special Percent 
Session Session Difference Reduction 


General Fund $ 3,429,728 $ 3,451,775 22,047 0.6% 
State Special 235,065 346,065 111,000 47.2% 
Federal Special 88,898 88,898 - 


Total $ 3,753,691 $ 3,886,738 133,047 





Reduced the fiscal 2003 general fund appropriation equivalent to 25 percent of general fund 
office supply expenditures in fiscal year 2002 - $6,453 

Reduced the fiscal 2003 general fund equipment appropriation by 2/3 - $19,201 

Reduced the fiscal 2003 general fund appropriation by 1 percent - $34,294 

Increased the fiscal 2003 general fund appropriation by transferring personal services 
contingency money appropriated in HB 13 from the 2001 legislative session - $25,000 

Increased the fiscal 2003 general fund appropriation by transferring MTAP money to the school 
- $56,995 

Increased the fiscal 2003 state special revenue appropriation by - $111,000 


The overall impact in HB 2 to the school is an increase of $22,047 in general fund money or 0.64 
percent of the original fiscal year 2003 general fund appropriation and an increase of $111,000 or 47.2% 
in state special revenue. 


Other Legislation 


The legislature passed Senate Bill 27 which transfers $56,995 from the account for telecommunications 
services for persons with disabilities to the general fund for use by the School for the Deaf and Blind for 
purposes consistent with 53-19-306(2) MCA. 


Executive Budget Comparison 
The legislature revised the executive budget for the School for the Deaf and Blind as follows: 


o Reduced general fund by an additional $59,948 through the passage of global amendments 
involving a 1% general fund reduction, 2/3 reduction in equipment and 25% reduction in 
supplies. 

o Added $25,000 in fiscal year 2003 general fund money by reducing the personal services 
contingency appropriation included in House Bill 13 of the 2001 legislative session and 
transferring it to the school. 

Legislative Fiscal Division 115 Agency Budgets 


School For The Deaf and Blind Special Session — August 2002 


o Added $56,995 in fiscal year 2003 general fund money by transferring money from the account 
for telecommunications services for persons with disabilities to the general fund for use by the 
school for purposes consistent with 53-19-306(2) MCA. 

o Added $111,000 in state special revenue by transferring ESA funding from the Department of 
Labor and Industry to the school. 


The legislature adopted the executive budget reductions involving a 20% pay plan reduction of $44,692 
and a hiring freeze (refer to the overview section for further information). 


Language 
“Tt is the intent of the legislature that the agency not use general fund money in Item [Student Services] 


for the purchase of new or replacement automobiles unless an existing vehicle becomes inoperable to 
the point at which replacement is warranted.” 


Language was added to allow the department to reallocate among programs the general fund increases 
(except for the $56,995 transferred from the MTAP fund) and the 1 percent reduction and reductions in 
supplies and equipment. 


Total Fiscal 2003 Impact to Agency 


The following table summarizes the total impact to the agency as a result of legislative action in the 
special session to alter appropriations, and the Governor's spending reductions ordered under the 
authority of 17-7-140 in June, 2002. 


School For The Deaf & Blind 
Fiscal 2003 Agency Funding Adjustments 


General State Federal Total 
HB 2 & 13 + Adjustments Fund Special Special Funds 


Original HB2-2001 Session $ 3,429,728 $ 235,065 $ 88,898 $ 3,753,691 
Original HB13-2001 Session 223,458 - 223,458 


Total Fiscal 03 Legislative Appropriation § 3,653,186 $ 235,065 $ 88,898 $ 3,977,149 


HB2 Special Session Action 22,047 111,000 - 133,047 
Pay Plan Reduction (44,692) - - (44,692) 
Revised Legislative Appropriation $ 3,630,541 346,065 88,898 §$ 4,065,504 
17-7-140 Adjustments (130,638) - - (130,638) 
Revised Fiscal 2003 $ 3,499,903 88,898 §$ 3,934,866 


Percent Reduction from 2001 Session -4.2% 0.0% -1.1% 
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MONTANA ARTS COUNCIL 


Summary of Legislative Action 
The legislature made the following adjustments to the fiscal 2003 appropriation: 


Montana Arts Council 
Agency Summary Comparisons 
HB 2, Fiscal 2003 


Regular Special Percent 
Session Session Difference Reduction 


General Fund = $ 302,551 299,019 $ (3,532) -1.2% 
State Special 137,416 137,416 - 0.0% 
Federal Special 477,500 477,500 - 


Total 917,467 913,935 (3,532) 





o Reduced the fiscal 2003 general fund appropriation equivalent to 25 percent of general fund 
office supply expenditures in fiscal year 2002 - $507 
o Reduced the fiscal 2003 general fund appropriation by 1 percent - $3,025 


The overall impact in HB 2 to the Montana Arts Council is $3,532 in general fund money or 1.2 percent 
of the original fiscal 2003 general fund appropriation. 


Other Legislation 


The legislature passed the following bills during the special session with a fiscal impact to the Montana 
Arts Council as noted: 

o House Bill 8 switches $198,575 of funding for cultural and aesthetic grant projects from the 
general fund to the lodging facility use tax. The 2001 legislature appropriated $223,575 from 
the general fund to the Montana Arts Council for grants to cultural and aesthetic projects in 
fiscal 2003. Then, fiscal 2003 general fund spending was reduced by $25,000 as part of the 
Governor’s reductions pursuant to 17-7-140 MCA. Therefore, HB 8 eliminates this 
appropriation and replaces it with $198,575 from lodging facility use tax funds allocated to the 
Department of Commerce. 

o House Bill 10 diverts $203,000 in revenue flowing to the cultural and aesthetic trust fund to the 
general fund for fiscal 2003. Interest income from the trust is used to fund cultural and aesthetic 
grant projects and will be reduced by approximately $6,000 in fiscal 2003. 


These actions are outside of HB 2 and therefore not reflected in the above table. For further 
information, refer to the long-range planning section. 


Legislative Fiscal Division 117 Agency Budgets 
Montana Arts Council Special Session — August 2002 


Executive Budget Comparison 


The legislature approved the executive budget for the Montana Arts Council with the following 
exceptions: 

o A $56,800 funding switch that would replace general fund for the Montana Arts Council Folklife 
Program with lodging facility use tax provided by the Department of Commerce was not 
approved. 

o Diverting cultural and aesthetic trust fund revenue to the general fund for fiscal 2003 through 
2005 was approved only in fiscal 2003 by the legislature. 

o General fund was reduced by an additional $3,532 through the passage of two global 
amendments involving a | percent general fund reduction and 25 percent reduction in supplies. 


The legislature adopted the executive budget reductions involving a 20 percent pay plan reduction of 
$4,363 and a hiring freeze (refer to the overview section for further information). 


Language 
Language was added to reflect the 1 percent reduction and reduction in supplies. 


Total Fiscal 2003 Impact to Agency 


The following table summarizes the total impact to the agency as a result of legislative action in the 
special session to alter appropriations, and the Governor's spending reductions ordered under the 
authority of 17-7-140 in June, 2002. 


Montana Arts Council 
Fiscal 2003 Agency Funding Adjustments 


General State Federal Total 
HB 2 & 13+ Adjustments Fund Special Special Funds 


Original HB2-2001 Session $ 302,551 $ 137,416 § 477,500 $ 917,467 
Original HB13-2001 Session 21,814 - - 21,814 


Total Fiscal 03 Legislative Appropriation $ 324,365 $ 137,416 $ 477,500 $ 939,281 


HB2 Special Session Action (3.5312) - - (3,532) 
Pay Plan Reduction (4,363) - - (4,363) 
Revised Legislative Appropriation $ 316,470 $ 137,416 477,500 $ 931,386 
17-7-140 Adjustments (54,793) - - (54,793) 
Revised Fiscal 2003 261,677 $ 137,416 477,500 876,593 


Percent Reduction from 2001 Session -19.3% 0.0% 0.0% -6.7% 
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MONTANA STATE LIBRARY COMMISSION 


Summary of Legislative Action 
The legislature made the following adjustments to the fiscal 2003 appropriation: 


Library Commission 
Agency Summary Comparisons 
HB 2, Fiscal 2003 


Regular Special Percent 
Session Session Difference Reduction 


General Fund $ 1,707,271 $ 1,686,332 $ (20,939) -1.2% 
State Special 906,038 845,942 (60,096) -6.6% 
Federal Special 780,694 780,694 - 


Total $ 3,394,003 $ 3,312,968 (81,035) 





o Reduced the fiscal 2003 general fund appropriation equivalent to 25 percent of general fund 
office supply expenditures in fiscal 2002 - $3,868 

o Reduced the fiscal 2003 general fund appropriation by 1 percent - $17,071 

o Reduced the fiscal 2003 state special revenue appropriation by revising the distribution of coal 
severance tax receipts for the shared account from 8.36 to 6.01- $60,096 

o Transferred excess funds from workers compensation claims occurring prior to July 1, 1990 to 
the general fund to eliminate an equipment reduction. 


The overall impact in HB 2 to the library is a reduction of $20,939 in general fund or 1.2 percent of the 
original fiscal 2003 general fund appropriation, and a reduction of $60,096 or 6.6 percent in state special 
revenue. 


Other Legislation 


The legislature passed the following bills during the special session with a fiscal impact to the Montana 
State Library Commission as noted: 

o House Bill 10 revised the distribution of coal severance tax receipts for the Coal Severance Tax 
Shared State Special Revenue account from 8.36 to 6.01 percent, reducing the Montana Library 
Commission state special revenue funding by $60,096. 

o Senate Bill 19 restores $79,326 in general fund to the state library equipment account by 
transferring excess funds from workers compensation claims occurring prior to July 1, 1990. 


Executive Budget Comparison 


The legislature revised the executive budget for the Montana Library Commission as follows: 
o Added $70,000 of state special revenue by decreasing the reduction of the coal severance tax 
collections to the shared account from $130,096 to $60,096 and making the reduction effective 
for fiscal 2003 only. The executive proposal would have reduced the allocation for fiscal 2004 
and 2005, also. 
o Reduced general fund by an additional $20,939 through the passage of two global amendments 
involving a | percent general fund reduction and 25 percent reduction in supplies. 
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The legislature adopted the executive budget reductions involving a 20 percent pay plan reduction of 
$14,511 and a hiring freeze (refer to the overview section for further information). 


Language 
“Item [State Library Operations] includes a reduction of $60,096 in state special revenue, which is 
contingent upon passage and approval of House Bill No. 10, August 2002 Special Session.” 


Language was added to allow the department to reallocate among programs the 1 percent reduction and 
reductions in supplies and equipment. 


Total Fiscal 2003 Impact to Agency 


The following table summarizes the total impact to the agency as a result of legislative action in the 
special session to alter appropriations, and the Governor's spending reductions ordered under the 
authority of 17-7-140 in June, 2002. 


Library Commission 
Fiscal 2003 Agency Funding Adjustments 


General State Federal Total 
HB 2 & 13 + Adjustments Fund Special Special Funds 


Original HB2-2001 Session $ TUT, 27h oS 906,038 $ 780,694 $ 3,394,003 
Original HB13-2001 Session 2590 9,690 - 82,247 


Total Fiscal 03 Legislative Appropriation $ 1,779,828 $ 915, 728ia S 780,694 $ 3,476,250 


HB2 Special Session Action (20,939) (60,096) - (81,035) 
Pay Plan Reduction (14,511) - - (14,511) 
Revised Legislative Appropriation 1,744,378 $ 855,632 780,694 3,380,704 
17-7-140 Adjustments (87,811) (9,904) (97,715) 
Revised Fiscal 2003 1,656,567 $ 845,728 780,694 3,282,989 


Percent Reduction from 2001 Session -6.9% -7.6% 0.0% -5.6% 
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MONTANA HISTORICAL SOCIETY 


Summary of Legislative Action 
The legislature made the following adjustments to the fiscal 2003 appropriation: 


Historical Society 
Agency Summary Comparisons 
HB 2, Fiscal 2003 


Regular Special Percent 
Session Session Difference Reduction 


General Fund $ 1,803,584 $ 1,777,833 $ (25,751) -1.4% 


State Special $68,075 568,075 0.0% 
Federal Special 865,480 865,480 - 0.0% 
Other Funds 848,782 848,782 - 


Total $ 4,085,921 $ 4,060,170 $ (25,751) 





o Reduced the fiscal 2003 general fund appropriation equivalent to 25 percent of general fund 
office supply expenditures in fiscal 2002 - $2,421 

o Reduced the fiscal 2003 general fund equipment appropriation by 2/3 - $5,297 

o Reduced the fiscal 2003 general fund appropriation by 1 percent - $18,033 


The overall impact in HB 2 to the Montana Historical Society is a reduction of $25,751 in general fund 
money or 1.4 percent of the original fiscal 2003 general fund appropriation. 


Other Legislation 


None 


Executive Budget Comparison 
The legislature revised the executive budget for the Montana Historical Society as follows: 
o Eliminated the funding switch that would replace general fund for the Montana Historical 
Society with lodging facility use tax provided by the Department of Commerce. 
o Reduced general fund by an additional $25,751 through the passage of global amendments 
involving a 1 percent general fund reduction, 2/3 equipment reduction, and 25 percent reduction 
in supplies. 


The legislature adopted the executive budget reductions involving a 20 percent pay plan reduction of 
$17,970 and a hiring freeze (refer to the overview section for further information). 


Language 
Language was added to allow the department to reallocate among programs the 1 percent reduction and 
reductions in supplies and equipment. 


Agency Budgets 


Legislative Fiscal Division 121 
Special Session — August 2002 


Montana Historical Society 


Total Fiscal 2003 Impact to Agency 

The following table summarizes the total impact to the agency as a result of legislative action in the 
special session to alter appropriations, and the Governor's spending reductions ordered under the 
authority of 17-7-140 in June, 2002. 


Historical Society 
Fiscal 2003 Agency Funding Adjustments 


General State Federal Other Total 
HB 2 & 13 + Adjustments Fund Special Special - Funds Funds 


Original HB2-2001 Session 1,803,584 $ 568,075 865,480 848,782 4,085,921 
Original HB13-2001 Session 89,850 12,801 32,796 
Total Fiscal 03 Legislative Appropriation $ 1,893,434 $ 580,876 


HB2 Special Session Action (25,7351) (25,751) 
Pay Plan Reduction (17,970) 
Revised Legislative Appropriation 1,849,713 $ 580,876 4,207,941 


17-7-140 Adjustments (109,819) (109,819) 


Revised Fiscal 2003 1,739,894 $ 580,876 898,276 879,076 §$ 4,098,122 


Percent Reduction from 2001 Session -8.1% 0.0% 0.0% 0.0% -3.6% 
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MONTANA UNIVERSITY SYSTEM 


Summary of Legislative Action 


The legislature made the following adjustments totaling $10.69 million to the fiscal 2003 House Bill 2 
appropriation: 


Commissioner of Higher Education 
Agency Summary Comparisons 
HB 2, Fiscal 2003 
Regular Special Percent 
Session Session Difference Reduction 
General Fund $ 138,235,406 $ 127,549,203 $ (10,686,203) -7.7% 


State Special 13,066,460 13,066,460 - 0.0% 
Federal Special 47,095,890 47,095,890 


Total $ 198,397,756 $ 187,711,553 $ (10,686,203) 





o Reduced general fund and added language (see Language section below) expressing the 
legislature’s intent that state support for intercollegiate athletics be reduced - $3,400,000 

o Reduced general fund by 1 percent - $1,382,282 

o Reduced general fund equal to 2/3 of the fiscal 2002 equipment expenditures - $1,853,200 

o Reduced general fund equal to the 17-7-140, MCA reductions ordered by the Governor in June 
2002 - $5,142,177° 

o Reduced general fund equal to 25 percent of state funded office supplies expenditures in fiscal 
2002 - $179,218 

o Added general fund to the lump sum appropriation - $1,270,674 


Other Legislation 


The legislature passed the following bills during the special session with a fiscal impact to the Montana 
University System as noted: 

o House Bill 10 revised the allocation of coal severance tax receipts for the Long Range Building 
Program from 12 to 10 percent. Two university system projects were impacted with a total 
reduction of $284,000. 

o House Bill 18 terminated the reimbursement of lost business equipment tax revenue to the six 
mill levy, resulting in a $209,912 reduction in fiscal 2003. The Governor recommended 
offsetting this reduction with a general fund increase to the university system in House Bill 2. 
However, the legislature did not adopt the recommendation. State special revenue authority was 
not reduced in House Bill 2 to reflect this anticipated decrease in the six mill levy revenue. 

o House Bill 3 reduced the fiscal 2003 general fund pay plan appropriation by 20 percent- 
$1,751,810 


> Total 17-7-140 reductions for the Montana University System were $5,152,141. The legislature adopted most of the fiscal 
2003 reduction ($5,142,177) into HB2 during special session. The remaining amount, $9,964, is attributable to: 1) a $3,500 
reduction fiscal 2002 in HB2 for the Tribal College Assistance biennial appropriation share of the 17-7-140 reductions, 2) a 
$2,275 expenditure reduction for the Cooperative Development Center statutory appropriation, and 3) a $4,189 expenditure 
reduction for the dental hygiene program that received a general fund appropriation via HB 395 in the 2001 session. 
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Executive Budget Comparison 


The legislature did not adopt any of the recommendations contained in the executive reduction proposal 
for the Montana University System. 

o The Governor recommended a $3.4 million general reduction, prorated among the educational 
units and the higher education agencies; the legislature adopted $3.4 million in reductions to the 
educational units and higher education agencies based upon expenditure patterns for those items 
reduced, such as equipment and supplies. 

o The Governor recommended a one-time transfer from the lodging tax be used to offset general 
fund at the Museum of the Rockies; the legislature continued state general fund support for this 
program. 

o The Governor recommended backfilling reduced six-mill levy revenue (HB 18) with $209,912 of 
state general fund; the legislature did not approve this recommendation. 

o The legislature reduced the general fund appropriation by $5.1 million, adopting the 17-7-140 
reductions ordered by the Governor in June 2002. The Governor’s proposal to the special 
legislative session did not include this reduction. 

o The legislature imposed a net $2.1 million general fund reduction for the educational units which 
was not included in the Governor’s proposal. This was the result of a general reduction to the 
lump sum of $3.4 million offset by $1.3 million made available upon passage of Senate Bill 19. 


Language 
The legislature added the following language accompanying an amendment reducing the fiscal 2003 
general fund appropriation by $3.4 million: 


“Although the legislature acknowledges the constitutional power of the board of regents to 
manage and control the Montana university system, it is the intent of the legislature that state 
support of intercollegiate athletics be reduced and that replacement funding, if desired, be from 
nonstate sources.” 


The legislature added a “restricted” condition to the line item appropriations for the Agricultural 
Experiment Station, Extension Service, Forestry and Conservation Experiment Station, Bureau of Mines 
and Geology, and the Fire Services Training School. The restricted designation means that the 
appropriation cannot be reallocated to other line items. 
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Total Fiscal 2003 Impact to Agency 


The following table summarizes the total impact to the agency as a result of legislative action in the 
special session to alter appropriations, and the Governor's spending reductions ordered under the 
authority of 17-7-140 in June, 2002. 


Commissioner of Higher Education 
Fiscal 2003 Agency Funding Adjustments 
General State Federal Total 


HB2&13+ Adjustments Fund Special Special Funds 


Original HB2-2001 Session $ 
Original HB13-2001 Session 


Total Fiscal 03 Legislative Appropriation 


HB2 Special Session Action 
Pay Plan Reduction 


Revised Legislative Appropriation 
17-7-140 Adjustments* 
Revised Fiscal 2003 


Percent Reduction from 2001 Session 


138,235,406 


8,759,051 


146,994,457 
(10,686,203) 


(1,751,810) 


134,556,444 


(9,964) 
134,546,480 


-8.5% 


$ 


$ 


13,066,460 


$ 


13,066,460 


13,066,460 $ 


0.0% 


47,095,890 $ 


199719 
13,066,460 $ 


47,295,609 


198,397,756 
8,958,770 


$ 207,356,526 


(10,686,203) 


- (1,751,810) 


47,295,609 $ 


0.0% 


194,918,513 
(9,964) 


47,295,609 $ 194,908,549 


-6.0% 


*See Footnote 1 Text 





Impact of Legislative Action 


The legislature’s primary role with regard to university system funding is to exercise its constitutional 
power to appropriate. Once the legislature establishes the appropriation, or makes changes to the 
appropriation in special session, the Board of Regents has the constitutional authority and responsibility 
to decide how to implement the budget and any budget changes. 


As summarized in the table above, the special session authorized a 8.5 percent general fund reduction 
for the Montana University System, including reductions in House Bill 2 and the fiscal 2003 pay plan 
general fund. At the July 2002 Board of Regents meeting, the board approved a motion that limits the 
amount of general fund reductions that can be offset with tuition and fee increases. The Board of 
Regents directed the Montana University System to offset no more than one-half of the total fiscal 2003 
general fund reductions with tuition and fees. Total fiscal 2003 general fund reductions for the Montana 
University System adopted by the special session (excluding the reductions to the long range building 
projects) are $12.44 million. According to Board of Regent policy, tuition and fee surcharges assessed 
in fiscal 2003 should be designed to collect no more than $6.22 million. On a system wide basis, 
resident and non-resident students alike, this would translate into an approximate $198 annual surcharge, 
a 5.5 percent increase for resident undergraduate students and a 1.8 percent increase for non-resident 
undergraduate students. The Board of Regents is expected to address its options for managing the 
special session reductions, including tuition surcharges, at its September 2002 meeting. 
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APPENDIX A 


GENERAL FUND REVENUE ESTIMATES 


The special session legislature adopted general fund revenue estimates and legislation with revenue 
impacts that result in a projection of $2.5 billion general fund revenues for the 2003 biennium. The 
following discussion is a summary of the revenue estimates adopted by the special session legislature. 


House Joint Resolution 1 


Prior to the convening of the special session legislature, the House Taxation Committee (HTAX) 
formally adopted revenue estimates for fiscal 2002 and 2003. The HTAX estimates were incorporated 
into HJR 1 and were introduced at the beginning of the special session legislature. The legislature 
adopted HJR 1 with one adjustment to the estimates adopted by the HTAX committee. 


The House of Representatives reduced the individual income tax estimate by $3.5 million for fiscal 
2003. Figure 1 shows the general fund revenue estimates as adopted by the special session legislature in 
mR 1, 


Legislative Fiscal Division Appendix A Special Session — August 2002 


General Fund Revenue Estimates 


Figure 1 
House Joint Resolution 1 
General Fund Revenue Estimates 
In Millions 


Percent Adj. Actual Adj. Actual Adj. Actual Estimated Adj. Actual Estimated Cumulative 
Source of Revenue of Total Fiscal 2000 Fiscal 2001 Fiscal 2002 Fiscal 2003 Fiscal 00-01 Fiscal02-03 %of Total 


1 Individual Income Tax 41.93%  $516.262 $556.015 $517.568 $527.919  $1,072.277 $1,045.487 
2 Property Tax 13.84% 194.197 180.050 169.339 174.297 374.247 343.636 
3 Corporation Income Tax 5.01% 90.683 103.670 68.173 63.095 194.353 131.268 
4 Vehicle Tax 5.90% 0.000 0.000 W321 277, 74.224 0.000 147.351 
5 Common School Interest and Income 3.88% 44.296 46.846 48.938 48.801 91.142 97.739 
6 Insurance Tax & License Fees 3.80% 39.334 42.298 47.291 47.793 81.632 95.084 
7 Coal Trust Interest 2.99% 39.195 37.660 37.605 37.640 76.855 75.245 
8 US Mineral Royalty 1.63% 19.243 31.008 19.772 20.474 50.251 40.246 
9 All Other Revenue 1.62% 20.488 51.836 42.439 20.358 72.324 62.797 
10 Tobacco Settlement 1.50% 34.804 15.989 18.647 18.854 50.793 37.501 
11 Telecommunications Excise Tax 1.70% 6.366 18.838 19.594 21379 25.204 40.973 
12 Video Gambling Tax 3.61% 13.851 20.891 43.666 45.413 34.742 89.079 
13 Treasury Cash Account Interest 1.14% 16.088 2ikas2 13.191 14.316 37.620 27.507 
14 Estate Tax 0.74% 19.039 20.286 13.816 9.299 39.325 Pas 
15 Oil & Natural Gas Production Tax 1.10% 11.363 25.792 12.902 13.819 375195 26.721 
16 Motor Vehicle Fee 2.20% 11.716 12.534 Dios 27.680 24.250 54.951 
17 Public Institution Reimbursements 1.30% 11.345 13.554 14.283 16.332 24.899 30.615 
18 Coal Severance Tax 0.67% 9.502 8.663 8.469 8.460 18.165 16.929 
19 Liquor Excise & License Tax 0.79% Tele 7.343 9.514 9.990 14.515 19.504 
20 Cigarette Tax 0.61% 8.464 8.285 7.887 Teh 22 16.749 15.609 
21 Investment License Fee 0.40% 5.390 5.889 4.992 5.067 11279 10.059 
22 Lottery Profits 0.54% 5.841 6.137 7.467 6.800 11.978 14.267 
23 Liquor Profits 0.45% 5.900 5.900 5.600 Dale 11.800 11.313 
24 Nursing Facilities Fee 0.47% 6.055 5.656 5.918 5.968 gh 11.886 
25 Foreign Capital Depository Tax 0.00% 0.000 0.000 0.000 0.000 0.000 0.000 
26 Electrical Energy Tax 0.33% 4.829 4.058 4.197 4.217 8.887 8.414 
27 Metalliferous Mines Tax 0.25% 2.703 3.417 3.329 3.176 6.120 6.505 
28 Highway Patrol Fines 0.33% 4.028 3.981 4.062 4.130 8.009 8.192 
29 Public Contractors Tax 0.18% 2.162 0.792 3.267 2.275 2.954 5.542 | 
30 Wholesale Energy Tax 0.25% 1.895 3.503 2.906 3.143 5.398 6.049 
31 Tobacco Tax 0.18% 2.017 2.048 2.183 2.319 4.065 4.502 
32 Driver's License Fee 0.21% 2333 1.896 2.580 2.592 4.229 aye? | 
33 Railroad Car Tax 0.12% 2.101 1.556 1.490 le sy8/ 3.657 3.027 
34 Wine Tax 0.10% 1.017 1.033 1.232 1.265 2.050 2.497 | 
35 Beer Tax 0.24% 0.370 0.385 2.784 2.960 0.755 5.744 
36 Telephone License Tax 0.00% 3.491 0.133 0.212 0.000 3.624 0.212 
37 Long Range Bond Excess 0.00% 0.101 0.000 0.000 0.000 0.101 


Total General Fund 100.00% $1,163.641 $1,269.472 $1,265.711 $1,259.027 $2,433.113 $2,524.738 
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Revenue Impacts of Other Legislation 


Figure 2 shows the general fund revenue impacts of legislation enacted by the special session legislature. 
If more than one bill was enacted that impacts a given revenue source, the cumulative impact of the bills 


is shown for each revenue component. 


Figure 2 


Revenue Legislation Impacts of Special Legislative Session 
Total General Fund 


In Millions 


Estimated 
Source of Revenue Fiscal 2003 


1 Individual Income Tax $3.701 


Enacted Legislation 


HB2,SB15 


5 Common School Interest and Income (48.779) HB4,HB7 


8 US Mineral Royalty 1.197 

9 All Other Revenue 6.457 
13 Treasury Cash Account Interest 0.856 
15 Oil & Natural Gas Production Tax 1.516 
18 Coal Severance Tax 1.974 
22 Lottery Profits 0.190 
27 Metalliferous Mines Tax 2.210 


Total General Fund ($30.678) 
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HB11 
HB2,HB9,HB13,HB18,HB21,SB19,SB26,SB27 
HB16 

HB10 

HB10 

HB2 

HB10,SB30 


Special Session — August 2002 


Consolidated General Fund Revenue Estimates 


Figure 3 shows the revised general fund revenue estimates by source which is the sum of HJR 1 
estimates and all legislation impacts. These estimates are used in subsequent sections in determining the 
ending general fund balance. 


Figure 3 
House Joint Resolution 1 Plus Legislation Impacts 
General Fund Revenue Estimates 
In Millions 


Percent Adj. Actual Adj. Actual Adj. Actual Estimated Adj. Actual Estimated Cumulative 
Source of Revenue of Total Fiscal 2000 Fiscal 2001 _— Fiscal 2002 ~Fiscal 2003 _— Fiscal 00-01 ‘Fiscal 02-03 % of Total 


1 Individual Income Tax 43.28% $516.262 $556.015 $517.568 $531.620 $1,072.277 $1,049.188 

2 Property Tax 14.19% 194.197 180.050 169.339 174.297 374.247 343.636 

3 Corporation Income Tax 5.14% 90.683 103.670 68.173 63.095 194.353 131.268 

4 Vehicle Tax 6.04% 0.000 0.000 TEVA 74.224 0.000 147.351 

5 Common School Interest and Income 0.00% 44.296 46.846 48.938 0.022 91.142 48.960 

6 Insurance Tax & License Fees 3.89% 39.334 42.298 47.291 47.793 81.632 95.084 

7 Coal Trust Interest 3.06% 39.195 37.660 37.605 37.640 76.855 75.245 

8 US Mineral Royalty 1.76% 19.243 31.008 19.772 21.671 50.251 41.443 | 

9 All Other Revenue 2.18% 20.488 51.836 42.439 26.815 72.324 69.254 : | 
10 Tobacco Settlement 1.53% 34.804 15.989 18.647 18.854 50.793 37.501 | 
11 Telecommunications Excise Tax 1.74% 6.366 18.838 19.594 21.379 25.204 40.973 
12 Video Gambling Tax 3.70% 13.851 20.891 43.666 45.413 34.742 89.079 
13 Treasury Cash Account Interest 1.24% 16.088 21982 13.191 Uy V9.2 37.620 28.363 
14 Estate Tax 0.76% 19.039 20.286 13.816 9.299 39.325 PBiI15 
15 Oil & Natural Gas Production Tax 1.25% 11.363 25.792 12.902 15.335 BHAI es) 28.237 
16 Motor Vehicle Fee 2.25% 11.716 12.534 PRET 27.680 24.250 54.951 
17 Public Institution Reimbursements 1.33% 11.345 13.554 14.283 16.332 24.899 30.615 
18 Coal Severance Tax 0.85% 9.502 8.663 8.469 10.434 18.165 18.903 
19 Liquor Excise & License Tax 0.81% UMP 7.343 9.514 9.990 14.515 19.504 
20 Cigarette Tax 0.63% 8.464 8.285 7.887 ie? 16.749 15.609 
21 Investment License Fee 0.41% 5.390 5.889 4.992 5.067 11.279 10.059 
22 Lottery Profits 0.57% 5.841 6.137 7.467 6.990 11.978 14.457 
23 Liquor Profits 0.47% 5.900 5.900 5.600 5.713 11.800 11.313 
24 Nursing Facilities Fee 0.49% 6.055 5.656 5.918 5.968 eg 11.886 
25 Foreign Capital Depository Tax 0.00% 0.000 0.000 0.000 0.000 0.000 0.000 
26 Electrical Energy Tax 0.34% 4.829 4.058 4.197 4.217 8.887 8.414 
27 Metalliferous Mines Tax 0.44% 2.703 3.417 3.329 5.386 6.120 8.715 
28 Highway Patrol Fines 0.34% 4.028 3.981 4.062 4.130 8.009 8.192 
29 Public Contractors Tax 0.19% 2.162 0.792 3.267 2.2735 2.954 5.542 ; 
30 Wholesale Energy Tax 0.26% 1.895 3.503 2.906 3.143 5.398 6.049 | 
31 Tobacco Tax 0.19% 2.017 2.048 2.183 2.319 4.065 4.502 
32 Driver's License Fee 0.21% 2333 1.896 2.580 2.592 4.229 S72 
33 Railroad Car Tax 0.13% 2.101 1.556 1.490 LSS) 3.657 3.027 
34 Wine Tax 0.10% 1.017 1.033 1232 1.265 2.050 2.497 
35 Beer Tax 0.24% 0.370 0.385 2.784 2.960 0.755 5.744 
36 Telephone License Tax 0.00% 3.491 0.133 0.212 0.000 3.624 0.212 
37 Long Range Bond Excess 0.00% 0.101 0.000 0.000 0.000 0.101 0.000 


Total General Fund 100.00% $1,163.641 $1,269.472 $1,265.711 $1,228.349 $2,433.113 $2,494.060 
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APPENDIX B 
DPHHS — TOTAL APPROPRIATION AND SPENDING REDUCTIONS 


Department of Public Health and Human Services 


There have been three distinct actions taken to reduce appropriation and spending levels for the 
Department of Public Health and Human Services (DPHHS) during the 2003 biennium: 
o Special session action that reduce general fund appropriation levels by an estimated $5.8 million 
o Executive branch implementation of Section 17-7-140, MCA to voluntarily reduce general fund 
expenditures by an estimated $9.6 million 
o DPHHS actions to avoid a supplemental appropriation are anticipated to reduce services and 
other costs by $10.8 million to stay within the original general fund appropriation 


General fund is used to match federal funds in most DPHHS programs, so total appropriation and 
spending reductions to general fund result in an estimated $69.5 million total funds reduction for the 
2003 biennium. 


Special Session Action 


During the August 2002 Special Session the legislature approved reductions totaling $5.8 million 
general fund (an estimated $8.1 million total funds reduction). In some cases the legislature approved 
only a general fund reduction and not a correlating reduction in matching funds for state special and 
federal revenues, so legislative action referenced in earlier tables for DPHHS show a lower total fund 
reduction than $8.1 million. Legislative Fiscal Division staff estimate the total funds impact of 
legislative action is $8.1 million, which includes several funding shifts. 


17-7-140, MCA 
As authorized in 17-7-140, MCA the Office of Budget and Program Planning has implemented general 
fund spending reductions of $9.6 million in fiscal 2003, with a reduction in total expenditures of $23.2 
million for DPHHS. These reductions are 3.5 percent of the $273.1 million general fund base 
appropriation level. 


Supplemental Mitigation 

In addition to reductions to comply with section 17-7-140, MCA, DPHHS has implemented 
programmatic changes to further reduce general fund expenditures in the 2003 biennium to avoid a 
supplemental appropriation. At the December 2001 and March 2002 meetings, the Legislative Finance 
Committee reviewed most of the spending reductions made in order to mitigate the need for a 
supplemental appropriation — $10.8 million general fund and $38.2 million total funds over the 
biennium. 


The following tables show summary and detailed information about the appropriation and spending 
changes made to DPHHS by division and by program. 
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DPHHS 


Table 1 Summary of 2003 Biennium Reductions — Including Estimated Total Funds Impact: This table 
summarizes the legislative appropriation and executive spending and service reductions for the 2003 
biennium and includes estimates of the state special revenue and federal funds that will not be spent due 
to general fund reductions. This table shows the cumulative total of $26.1 million in general fund 
appropriation and service reductions and $69.5 million in reductions from all funding sources. The 
amounts in Table 1 will not tie to amounts in other tables in this report since it includes estimates of 
reductions in all funding sources and actions taken to avoid a supplemental appropriation. In some 
instances, legislative action only reduced general fund appropriations and not the matching federal 
funds. 


Table 2 Fiscal 2003 — Special Session, August 2002 Legislative Action, Including Estimated Total 
Funds Impact: This table itemizes the actions approved by the 2002 Special Session by division and 
specific program. This table also includes estimates of the state special revenue and federal funds lost as 
a result of general fund reductions. 


Table 3 Summary of Fiscal 2003 Reductions to Implement 17-7-140, MCA: This table summarizes the 
spending reductions ordered by the Governor in compliance with section 17-7-140, MCA. Reductions 
are shown by division and program. The most significant changes occurred in mental health services, 
which account for $2.4 million of the total $9.6 million general fund spending reduction. 


Table 4 Summary of 2003 Biennium Reductions — Supplemental Mitigation: This table summarizes the 
reductions implemented by the department to mitigate the need for a supplemental appropriation. The 
reductions are grouped by major category. Service limitations or reductions account for over half of the 
$10.8 million general fund spending reduction. 
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